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QUESTIONS BEFORE CONGRESS. 


By the time this number shall reach our readers Congress will 
be in session. The session is likely to prove an eventful one. First 
of all, in the way of financial questions, is the consideration of the 
silver question. The feeling is very general that the present status 
must be changed. So general, indeed, is this feeling that, with here 
and there an exception, the silver men, themselves, are willing to 
concede something to their opponents. They are by no means 
willing to abandon the field, nor are those who favor the demone- 
tization of silver likely to get all they desire. A compromise is 
likely to be struck somewhere, as has been the case with all great 
questions since the beginning. The history of legislation is the 
history of compromise, and we suppose always will be. No man or 
party gains all, and probably the general good is best served in 
most cases by mutual concession. 

The Treasury has been able to maintain the gold standard only 
by the exercise of a singular policy. This was, to accumulate as 
much gold as possible, and stop the reduction of the public debt. 
The surplus, therefore, has been steadily growing larger, and, had 
business been very active, it is possible that the large accumulation 
in the Treasury might have been felt in the business world. The 
condition of trade, however, has been such that, with ample bank 
deposits and machinery for effecting exchanges, no want of money 
has been felt, as the low rates clearly prove. Hence, the Treasury 
has been able to increase the gold balance; but had debt-pay- 
ing in gold gone on in the usual manner, the gold in the Treasury 
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would have been reduced to a low figure. This is an extraordi- 
nary state of things, yet, as before remarked, could hardly have 
been prevented. No other alternative could be chosen to maintain 
the gold standard than to stop the payment of the debt. Of 
course, payment in silver might have been made, but then, this 
would have been virtually an abandonment of the gold standard, 
and would have given rise to serious complainings of lack of good 
faith and other consequences. 

Congress cannot act too quickly in this matter. It is evident 
enough that silver has reached the saturation point, and a change 
must be made without delay. 

Besides the silver question, reports are frequent that the tariff 
question is to be reopened, with a view of lowering the duties, or 
of removing them altogether on raw materials and other products. 
If this field of controversy is entered by the two houses, it is 
likely to lead to much discussion and, perhaps, ill-feeling. The pro- 
tected interests are quite unanimous in their wish to have things 
let alone. Their opponents are equally emphatic in their views, 
and insist upon a change. The outcome of such a controversy 
cannot easily be predicted, because the discussion, if undertaken, is 
not likely to move along party lines. The weakest point in the 
present tariff relates rather to the administration of the law than 
to the rates of duties. The rascality perpetrated under the law 
especially in the way of undervaluing, has never been equaled 
Foreign manufacturers have established agencies in this country, 
and by consigning to them and requiring all purchases to be made 
of them, the agents of the Government find it difficult to acquire 
a true knowledge of the prices of things imported, and conse- 
quently, the detection of fraud is not easy. Since the present ad- 
ministration came into power a commendable degree of zeal and 
efficiency have been shown in ferreting out frauds; but detection is 
dificult, and enormous quantities of goods have been passed at 
much less than their proper value. When Congress repealed the 
moiety law, in 1874, that body went too far the other way in shield- 
ing the ill-designing importer. 

There is less need of revising the rates, so far as consumers are 
concerned, for the reason that the prices of nearly all things are 
low, and it cannot be the wish of Congress to reduce the tariff 
in order to drive them to a still lower point. For a considerable 
period prices, as we all know, have been receding. The manufac- 
turers in many cases have lost money, or with difficulty have held 
their ground. The cases are doubtless few in which profits have 
been more than very moderate. If such be the fact—and we think 
no one will question it—why should we think of changing the 
tariff in order to reduce prices? . The only questionable feature, 
as it seems to us, apart from the providing for a better adminis- 
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tration of the law, as above explained, is the taxation of raw 
materials. Possibly Congress can do something in that direction 
which may be of advantage to the manufacturer and also to the 
consumer. This, however, is debatable ground. If any attempt 
in this direction should be made, it would excite sharp contro- 
versy. 

Another subject on which Congress may well afford to spend 
more time than has been the custom of late years, is in preparing 
the appropriation bills. Now, while things are moving along with- 
out much friction, the important matters before Congress relate to 
the appropriating and spending of the public money. The law pro- 
vides that these bills shall be reported within thirty days from the 
beginning of the session, and it is a very just law, though, we re- 
gret to say, too often is not observed. The Secretary of the Treas- 
ury requires the heads of the other departments to make estimates 
for the ensuing year, and after reporting these to him, the esti- 
mates for the Treasury department are added, and the “letter,” as 
it is called, containing all this information is then sent to the 
House. Of late, the practice has grown of sending supplemental 
estimates to the Committee on Appropriations, who have found 
that it is quite useless to act until they have all the data before 
them. So the first delay in acting, it would seem, is caused by the 
departments, yet, after getting all the material necessary on which 
to act, this committee is very slow in making reports, and gener- 
ally they are not made until near the close of the session, when 
time for discussion is brief, and so they slip through without much 
discussion or examination. Congress can introduce a radical reform 
in reporting these bills promptly, and in examining and discussing 
them thoroughly, which will receive the hearty commendation of 
the public. It is time that members should pay more attention 
to the preparation of these bills. It is true that our country is 
rich. It may, indeed, be a good policy to spend generously, that is, 
to undertake many things, to make large purchases, but, in so 
doing, the same degree of prudence which is shown by a wise indi- 
vidual in buying at the best figures and in the best way, should 
be practiced by Congress. There is no subject, we imagine, in these 
times which would more keenly interest the people than a thor- 
ough ventilation of these bills, their mode of composition, the items 
that enter into them, and why and how they are made. Such a 
discussion’ would prove beneficial in the highest degree, both to 
Congressmen and the people. 

It may also be questioned whether much would not be gained by 
dividing these bills among several committees, instead of charging 
one with their preparation. It is certainly a yreat task to impose 
on a dozen men. There are twelve of these bills. Why could not 
the House be divided into a dozen different bodies, and each body 
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be charged with a bill; or why could not half-a-dozen of the most 
important bills be consigned to separate commttees consisting of 
forty or fifty members? In that event, a sub-committee could pre- 
pare the outline, and then a general discussion might take place 
in the committee of fifty, of a thorough nature. In the absence of 
a consideration of these bills by the whole House, such a discus- 
sion in a body of forty or fifty would be the next best thing. If 
the time of Congress is so limited that little or none can be given 
to the consideration of such measures, we think the suggestion is 
well worth consideration, whether the formation of smaller bodies 
for the consideration of at least the more important bills is not 
worthy of attention. 


THE MINT REPORT. 


The mint report recently issued is, first of all, a better looking 
document than its predecessors. Its bright cover, better paper, and 
heavily-lined tables are improvements that we are glad to note. A 
better style, as this report shows, can be put into our government 
publications to advantage. Most of them have a forbidding look: 


which, doubtless, deters many a one from perusing them. Our doc- 
trine has always been, the drier and more uninviting the subject- 
matter of a book, the more fully should the printer’s art be in- 
voked to render it attractive. Dr. Kimball has shown in this his 
first report what the printer can do in the way of rendering his 
report an inviting document. 

The report contains several interesting matters, which we shall 
present elsewhere in the present number. It is a record of the 
work of the mints for the year, and, of course, is quite like preced- 
ing reports in many regards. In it is given an account of the 
deposits and purchases of bullion at the mints and assay offices, 
the imports and exports of gold and silver coin and bullion, the 
amount of coinage at the mints, the amount of silver purchased, 
the distribution of the silver dollars and their circulation, the mint 
appropriations, earnings, and expenditures, the earnings and expenses 
of refineries of the coinage mints and assay office at New York, 
and several other matters which are followed by a review of the 
operations of the mints and assay offices in detail. 

With regard to the Philadelphia mint, he remarks that the plan 
of bookkeeping in the general department, apart from its coin and 
bullion accounts, has for many years failed to fully exhibit the de- 
tails of the general business of the mint. He says that dependence 
has been placed on reports and original vouchers by way of record, 











1885. | THE BRITISH INDUSTRIAL SITUATION. 405 


instead of maintaining properly classified book accounts. This re- 
mark is something of a surprise. The San Francisco mint has a 
different systern. He says it is the only mint that up to the be- 
ginning of the present fiscal year has rendered periodically to the 
Bureau a detailed statement of the general business, or that has 
afforded evidence of the classification of this business through open 
accounts with the several operative departments. We suppose that 
the reason why the San Francisco mint is found to be more thor- 
oughly conducted, is because of the overhauling that was made a 
few years ago by the Treasury Department. Some irregularities were 
at that time discovered, and in correcting them, the mode of conduct- 
ing its business, was reformed. The report is full of interest and 
value. It is to be regretted that the public does not take a deeper 
interest in studying such documents, for they are rich in informa- 
tion, prepared with great care. The model citizen will not appear 
until he does this thing. 





* 
* 
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THE BRITISH INDUSTRIAL SITUATION. 


A dispatch (October 31) from London states that the depression 
in the flax spinning trade of England is very severe; that great 
mills are on the point of being stopped by it; and that these 
facts have decided “a number of the English capitalists engaged 
in flax spinning to close out their investments in that line in 
Great Britain, and transfer them to the United States.” This pro- 
cess of transferring British capital and skill in manufacturing and 
mining to other countries has been going on for some time in 
the direction of the continent of Europe, as well as of the United 
States. When Englishmen find themselves barred out of markets 
by protective duties, more or less of them will be enterprising 
enough, or will be driven by necessity, to move themselves and 
their capital inside of the tariff lines of the countries which keep 
out their goods and wares by repressive taxation. A good many 
of them are carrying on large manufacturing and mining operations 
in France and Germany, and we notice recently that English news- 
papers are pointing out the opening for their cotton manufacturers 


in Italy, which now imposes high duties on cotton yarns and cloths. 
There have been many cases of the transfer of British capital to 


this country, to be employed in manufacturing and mining, of 
which the latest and most noticeable has been the movement of 
British ironmasters to Alabama, for the purpose of availing them- 
selves of the extraordinory facilities which it offers for the pro- 
duction of pig iron. Similar transfers to British colonies and de- 
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pendencies are going on all the time, prompted by the desire to 
get inside of the protective tariff defences of such of the colonies 
as are self-governing, and, in the case of India, by the desire to 
avail themselves of its fabulously cheap labor. 

Cobden and his associates predicted, and doubtless believed, that 
within a few years after the repeal of the British corn laws, man- 
kind would be all converted to free trade by being permitted to 
furnish food and raw materials to England without payment of 
duties. It has turned out, in fact, that the United States and the 
nations of continental Europe have taken an entirely different view 
of the effect upon themselves, of accepting the ré/e of producers 
of raw materials, and of leaving to Great Britain the profits of 
being the exclusive workshop of the world; instead of being en- 
trapped into free trade by the bait of the repeal of the British 
corn laws, they have even since inclined more and more towards 
protection. France, adopting the ideas of the first Napoleon, has 
been steadily on that side since the beginning of the century, and 
now all the other strong and great countries on the European 
continent, Germany, Italy, Austro-Hungary, and Russia, have com- 
pletely rejected the free trade political economy, which is manu- 
factured to order by British writers, and have planted themselves 
upon the sound doctrine that diversified home industries are essen- 
tial to national independence and civilization, as well as most 
promotive of national wealth. 

The English, always proverbial for the tenacity of their opinions, 
have not yet fully given up the idea of retaining the primary in 
manufacturing for the world, which they obtained legitimately during 
the eighteenth century, by originating the steam-engine, the spin- 
ning-jenny, and the power-loom. The control which they hold by 
arms over India, gives them free access to the markets of half 
of Asia, and they still cling to the hope that they can con- 
quer more or less of Europe and America by the literary Aropa- 
ganda of free trade sophisms, whom they keep constantly under 
pay and in active service. 

It was under the yet lingering British belief in the prophecies 
of Cobden and Bright that the repeal of the corn laws would 
make England the workshop of the world, that Sir John Lubbock 
predicted a few weeks ago, that the British islands would in an- 
other century contain one hundred millions of people, and instead 
of importing, as at present, £150,000,000 of food products, would 
import to the amount of £ 400,000,000, or two thousand million 
dollars. That vision of boundless industrial expansion and wealth 
must be so pleasing to British imagination, that Sir John’s pre- 
dictions will find there many ready acceptors. To observers from 
other points of view, the quite different fact seems plain, that 
England has nearly, if not quite, reached the maximum of it 
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possible manufacturing and commercial growth, and can only, with 
the greatest difficulty, hold the position it now occupies against 
the formidable competition which is arising on so many sides. 
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FRENCH FINANCES. 


Half a dozen years ago, Beaulieu, the editor of the Lconomiste 
Francazs, was the most enthusiastic of the optimists in respect to 
French finance. Nothing delighted him more than to array 
figures showing the great surplus of the revenue, and he allowed no 
week to pass without demanding an immediate and great reduction of 
the taxes. He is now on the other tack, and is devoting his versatile 
and brilliant pen to pointing out the impending bankruptcy of 
France. Unfortunately, there is better ground for his present, than 
for his former opinions. The inherent difficulty of the case is, 
that the French government is largely controlled, in matters of 
finance, by a mob of Parisian speculators in money and public 
loans, who care for nothing except their own temporary profits, and 
who are all hoping that they can themselves individually escape 
the consequences of the general crash which they must know that 
they are preparing for their country. 

At the downfall of the second Napoleon, in 1870, the consoli- 
dated French debt was $1,530,000,000, At the end of 1873, as a 
consequence of the disasters attending the war with Germany, the 
consolidated debt had increased to 19,722 million francs ($ 3,944,- 
400,000 ), the interest charge upon it being 706,116,867 francs ($141,- 
223,373). The estimates are, that at the end of 1884, there had 
been added $2,055,000,000 of what is described as “redeemable and 
floating debt,” thus making a grand aggregate of $% 5,999,400,000, 
or, in round numbers, six thousand million dollars. Whatever the 
exact figure was at the end of 1884, it is certain that it has since 
been largely increased, by subsidies to railroads, internal improve- 
ments of various kinds, and war operations in China, Tonquin, 
and Madagascar. Nobody in France seems to know what the sum 
total of the costs of those distant enterprises will be when the 
accounts are all in, but that it will be very great is admitted on 
all hands. 

The annual public revenue of France is about $600,000,000, and 
this is made to meet the annual ordinary expenditure, by the easy 
method of not including under the head of ordinary expenditures 
any sums which would swell the aggregate beyond the revenue. 
In this way the appearance of a deficit has been avoided, and may 
continue to be to the end of time. But the actual deficit is not 











408 THE BANKER’S MAGAZINE. [| December, 


made the less real, by the device of calling certain expenses ex- 
traordinary. 

Taxation in France is already so heavy, and so searching, that 
it has become difficult to find additional resources. Subjecting 
the dividends on the public debt to an income tax is proposed 
in some quarters, but Leon Say, who has always resisted that, has 
recently said that it was wholly inadmissible, in a political sense, 
in a country where there are four million holders of the public 
debt, or, as we should express it in this country, four million 
bondholders. The English have been long accustomed to an income 
tax on their National securities, but to the French it would be 
something new, and would wear the aspect of a partial repudia- 
tion. Without doubt, they could be reconciled to it after a while, 
and especially if they could be made to believe that the only 
other alternative was a total repudiation. 

While the French dealers and jobbers in funded debts, and 
money speculators generally, are thorough gamblers, French politi- 
cians are equally reckless in their struggles with each other for 
the control of the government. If the men in power are disposed 
to pursue a pacific and prudent policy, the men out of power 
denounce them as recreant to the National honor, and few cabinets 
can sustain themselves against denunciations of that kind, with a 
people as sensitive as the French are in respect to the military 
prestige and glory of their country. It was by the clamors of 
the politicians on the opposition side of the Chambers, led by 
nimble and unscrupulous orators like Thiers, that Napoleon III. was 
forced, in 1870, into the war with Germany, which cost his family 
the loss of a throne, and subjected France to a defeat, humiliation 
and spoliation which have had few parallels in the history of the 
world. And yet, fresh as that terrible experience is, it is quite 
within the possibilities that France may be, before long, again 
goaded by demagogues into some great war, fatal as it certainly 
would be to the maintenance of its public credit, and imminent 
as the hazard would be that a political and, perhaps, social revo- 
lution would be one of the consequences of a_ break-down in 
its finances. But, aside from the contingency of a great war, 
France may sustain its financial burdens for a long time yet, thanks 
to the admirable thrift and industry of its people, and to the 
stability which it derives from the minute sub-division of the 
ownership of land. 

France is not the only part of Europe which is exposed to the 
danger of an explosion. John Bright has recently expressed the 
opinion that the whole of it was ‘‘marching towards a great catas- 
trophe”’ under the devouring taxation imposed by its vast arma- 
ments, and even that load, intolerable as it is, is not so oppressive 
as the mad excess to which the European nations have pushed 
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their debt and funding systems. If the explosion does come at 
last, we cannot on this side of the Atlantic wholly escape being 
injured by it, but the extent of the injury to us will be dimin- 
ished by steadily reducing our financial and commercial connections 
with that part of the world to a minimum. The course of events 
is steadily tending towards such a reduction. Our manufacturers 
are, year by year, acquiring more power to hold our markets 
against the importation of European goods, although they are as yet 
sold here in great quantities. On the other hand, it is certain 
that our exportation to Europe of food products, and especially of 
the cereals, already greatly interfered with by the competition of 
other nations, will, in no long time, become inconsiderable. Al- 
together, the circumstances are all changing in a direction which 
will reduce the trade between the United States and Europe to 
very narrow limits, as compared with its present volume. 





7 
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FINANCIAL FACTS AND OPINIONS. 


The exchange at the United States Treasury in New York on 
gold bars for gold coin, weight for weight, amounted to $25,800,799 
during the fiscal year ending June 30, 1884, and to $2,065,021 dur- 
ing the fiscal year ending June 30, 1885. Such bars are wanted 
only for export, and will not be called for except when the balance 
of our foreign trade is adverse, as it occasionally will be. To what- 
ever extent such exchanges, which were first authorized in the 
summer of 1882, are made, the Government saves the expense of 
moving the gold to and from the mints, and of coining it. There 
is no present occasion for coining any of the gold bars now owned 
by the Treasury. 

The Director of the Mint estimates the gold coin in this country 
on the 30th of last June at $542,000,000, to which is to be added 
$ 66,847,095 of gold bullion held for coinage in the mints and as- 
say Offices, making a total of $608,847,095. Of this total, $120,070,- 
255 was owned by the Treasury, and $165,646,122 by the National 
banks in the form of either gold certificates or of the metal itself. 
During the year ending on the 30th of last June our gold money 
stock was increased $ 18,213,804, by an excess of imports over ex- 
ports, and about as much more by the excess of our home pro- 
duction of gold beyond the amount consumed in the arts. During 
July, August and September the import of gold was $4,308,435, and 
the export, $1,840,455. With,the present yield of our gold mines 
we can supply our consumption of it in the arts, and submit to an 
annual average net export of $20,000,000, without reducing the quan- 
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tity in monetary use. Any greater net export than that would, in 
the opinion of many economists, involve the risk of depreciating 
our currency below the standard of gold. In the opinion of other 
economists a reduction of one or two hundred millions of dollars 
in our stock of gold by shipments to Europe would not be dan- 
gerous in any way, while it would be useful to us by raising prices 
in the countries which are the principal customers for what we sell 
abroad. These conflicting opinions will, however, in no manner af- 
fect the actual flow of gold, which will be inward or outward, ac- 
cording to the fluctuations in the balances of our foreign trade. 

A statement has been published in Paris of the pledges of the 
lately-elected members of the Senate and Chamber of Deputies, 
from which it would appear that only thirteen had committed 
themselves to free trade, against 202 committed to the tariff pro- 
tection of agriculture. If this statement is approximately correct, 
there is little ground to expect that the higher duties recently im- 
posed upon cereals, meats, &c., will be relaxed, and it is more likely 
that they will be still further raised. Two hundred and forty-four 
are pledged to reduce the term of military service to three years, 
while the still larger number of 277 are pledged against colonial 
conquests, which are indications that the foreign policy of France 
may hereafter be less enterprising. One hundred and seventy-seven 
are pledged to an income tax, and it seems to be understood that, 
if such a tax is imposed, it will include the dividends on the Na- 
tional debt. 

At the end of October the depreciation of the currency of the 
Argentine Confederation, which consists of irredeemable bank paper, 
was such that the premium on gold, or what is the same thing, 
the premium on bills of exchange on London, was 46 per cent. 
This is more than double the premium on London exchange sold 
in Calcutta for Indian silver rupees. If the premium on gold in 
India stimulates Indian exports, as European authorities generally 
agree that it does, it might seem that the greater premium in the 
Argentine Confederation must act as a still more powerful stimu- 
lant there in the same direction; and so it would, if all the con- 
ditions were the same in the Argentine Confederation as in India. 
In the latter country the silver or rupee currency has not lost any 
of its old purchasing power as respects either labor or materials: 
so that everything can be produced there at the same cost in 
rupees as before the divergence of the last dozen years between 
gold and silver as bullion. But, upon anything produced in India 
anl salable in England for a pound sterling, the Indian exporter 
realizes now twelve rupees, instead of ten, as formerly, and that is 
equally true of Indian exports to any other gold standard country. 
But this gain will be lost when, if ever, there is such a deprecia- 
tion in India of the rupee relatively to commodities and labor> 
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that twelve rupees will only go as far in purchases as ten do now. 
The rupee is an old and established currency, [Indian prices have 
been made in it for a very long period, and the material of which 
it is made is intrinsically valuable. It is not at all probable that 
the irredeemable bank paper of the Argentine Confederation can 
enjoy the steadiness of value of the rupee or anything approximat- 
ing to it. 

Soetbeer estimates the production of gold in the world during 
1884 at $93,000,000. The new Director of the Mmerican Mint esti- 
mates it at $95,000,000, which is one million dollars more than the 
production of gold during 1883, as estimated by Judge Burchard, 
the late Director. Soetbeer’s estimate of the average annual pro- 
duction during the decade ending with 1860 was $ 134,000,000, and 
it seems during the subsequent twenty-five years to have been stead- 
ily, though slowly, declining. 

M. de Lesseps still keeps up his own courage about the Panama 
enterprise, and may possibly inspire other Frenchmen with some 
share of it. The stock capital of the Canal Company is 300 mil- 
lion francs, of which one-half has been paid in. He has now is- 
sued a call for the payment of another fourth, or 75 million francs, 
to be paid at the beginning of next February. He promises the 
stockholders that he will soon create a new issue of bonds to the 
amount of 600 millions of francs, and believes they will be sub- 
scribed for. He assures them that if sufficient means can be se- 
cured, the contractors can complete the canal in 1888, and that, al- 
though it will cost double what the Suez enterprise did, it will pay 
a larger rate of income upon the money invested. The world will 
soon find out how much more funds M. de Lesseps can raise, and 
will find out later on whether the physical obstacles to the scheme 
can be overcome. 

The Vienna correspondent of the London L£conom7st, of Nov. 7, 
1885, says: 

The leading German and Austro-Hungarian economists are of opinion 
that both countries have to observe an attitude of expectancy until it is 
seen what is to be the fate of the Bland Bill, and how the Latin Union 
is to be arranged. 

The London correspondence of a city paper states that Irish 
landlords are “mortgaged up to their eyes with London bankers and 
usurers,” and that this is the reason why they are not able to abate 
any of their rents. Also, that when the new Parliament begins 
to legislate on the Irish land question, “it will be shown to be, 
like the Egyptian question, chiefly a bondholders’ one.” We are 
ourselves of the opinion, that the Irish land legislation of the 
present Parliament was greatly influenced by the owners of Irish 
lands, who are, in many cases, mortgagors. They naturally want a 
strong, cash customer, like the British government, for their some- 
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what undesirable property, and while they talk benevolently about 
the advantage of enabling the Irish peasantry to acquire little 
homesteads for themselves and their families, what they really 
mean is a good price, in bright gold, for something they wish to 
sell. The leaders of the Irish National party advise Irish farmers 
to be chary of buying at present, and to wait until prices fall to 
a lower level. 

Mr. Manton Marble, of this city, was selected last spring by 
President Clevelarti, as a suitable person to visit several of the 
European capitals, and among others, Berlin, for the purpose of 
explaining the desire of the Administration to inaugurate some 
measures looking to the establishment of international bi-metallism, 
and of ascertaining what probability there is of co-operation by 
England, Germany, and other leading nations. Of course, the views 
of our Government could have been presented through the corps 
of accomplished diplomats which we contantly maintain on the 
other side of the Atlantic. But it was thought, we suppose, that 
the appointment of a special representative on this special subject 
would more effectively impress Europe with the urgency of the 
desire of the present Administration that something should be ac- 
complished. 

The Vienna correspondent of the London L£conomzst seems to 
have understood that Mr. Marble was sent out “as the representa- 
tive of the silver party of the United States,” but we incline to 
the opinion that that view of the case is erroneous. 

Of course, the official reports of Mr. Marble, which are under- 
stood to be voluminous and exhaustive, have not yet been given to 
the public, and it is not probable that any of them will be until 
they have first been transmitted to Congress. A part of them, no 
doubt, are of such a confidential nature that they will always be 
reserved in the secret archives of the State Department. But in 
this case, as almost always happens in similar cases, the general 
complexion of the results of Mr. Marble’s mission has leaked out, 
and it is not favorable to the present expectation of any bi-metal- 
lic arrangement to which either England or Germany will be an 
assenting party. How much of a disappointment this may be to 
Mr. Marble personally, we are not advised, but it may be presumed 
to be a disappointment to the Administration, which would cer- 
tainly not have imposed upon the country the various expenses of 
sending him to Europe without some degree of expectation that it 
would terminate in a success. 

At the Free Trade Convention held last month in Chicago, in 
which David A. Wells and Henry Ward Beecher were prominent 
figures, a resolution was adopted in favor of the repeal of the 
duties on all “articles that are at the foundation of great indus- 
tries,” and specifically naming as among such articles, lumber, salt, 
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coal, wool, pig iron, tin plate, and wood pulp. After this enumeration 
the resolution leaves a wide range to the imagination, by adding the 
words ef cetera. Without that addition the resolution presents an 
issue which is altogether outside the range of practical politics. No 
bill which assails the capital and labor emploved in natural pro- 
duction, which are of vital importance, not only to many States, 
but to large groups of States, will ever command serious support 
in Congress, however interesting the discussion of it may be to 
debating societies, to amateur statesmen, or to doctrinaires who have 
a good deal of idle time on their hands. 

In the middle of last month, $90,000 of the four-per-cent. bonds 
of the city of Schenectady, payable in installments from 1902 to 
1917, were offered for public bids and sold for 113. This is said 
to be the highest price paid for municipal bonds in this State, but 
better sales have been made in some instances by Massachusetts 
cities and towns. 

Hon. W. F. Scott, a democratic member of the House of Repre- 
sentatives from the Erie district, in Pennsylvania addressed a letter 
last month to a city paper (the Commerctal Bulletin), in which he 
says that, in his judgment, “there is ample gold in the world to 
transact all the commercial business of the world.” 

Mr. Scott’s view is, that while it costs as much labor in the 
present century to mine gold as it did in the first century, the 
cost of silver has been much reduced by machinery, improved 
smelting processes, railroads, &c., and that this “must inevitably 
result in a large increase of silver over gold.” He thinks, there- 
fore, that to continue silver as a full legal tender, with or without 
international arrangements, “must result, not in a depression of 
values, but in a false appreciation of values.” 

The Scottish Banking Magazine for last month says that while 
there are different opinions as to the future prospects of British 
commercial and manufacturing business, the reports of its present 
condition “are now almost uniformly unfavorable, and in some cases 
indicate even an increased degree of depression.” It adds, in reference 
to iron in particular, that a recent advance in it “has now been almost 
wholly lost,” and that statements are made “that large works are 
about to be closed for an indefinite period.” Its conclusion upon 
the whole is, that “there is certainly nothing in the state of trade 
on which to base the expectation of an early revival.” 

The London Economist, of November 14, reviewing the trade of 
October, reports prices as, upon the whole, still declining. 

The revival of prices here, in respect to some articles, from ex- 
treme points reached during last summer, was not large enough to 
Cause an increased importation of the things upon which we main- 
tain protective duties. Steel rails, for example, have risen here per- 
haps more than anything else, but the $17-per-ton duty is still suf- 
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ficient to keep them out. In 1879-80 the rise was so great that, 
notwithstanding the then existing duty of $28 per ton, an immense 
quantity of British rails, of both steel and iron, was sold here. In 
this and many other cases the improvement in prices in this coun- 
try has been too small to be of any advantage to England, and, 
aside from such an impulse as it received in 1879-80 from the 
United States, no cause for a business revival there, or, indeed, in 
any part of Europe, seems as yet to manifest itself. 


OUR FUTURE MONEY. 


No subject before the American people to-day deserves, and, in 
our opinion, will receive more profound and deliberate consideration 
than that which relates to the constituent of our future money. 
In a very important sense, a crisis may be said to have been 
reached in our monetary affairs—a crisis as real and important in 
its far-reaching tendencies and results as that of 1861 or 1879 
For seven years now, we have been a bimetallic nation—bi- 
metallic in fact, as well as in theory, most of the period. Previous 
to 1878 we were for five years a monometallic people, by virtue 
of the practical operation of a law passed in 1873, and confirmed 
by legal enactment in 1874, discarding silver. Since 1878 we have 
been witness to the free coinage of silver, and the simultaneous 
use of gold when desired. As a nation we are not strangers to 
the use of paper currency, both National and bank, and can bear 
testimony to the relative merits of each as a business medium. 
Such, in brief, has been our financial history during the past 
twenty years, not to go back farther than that. If that history 
has been of any value, it must have taught us a few lessons in 
practical statesmanship, which we may well employ in the final 
solution of many of the perplexing problems which confront us at 
this juncture. 

As a nation we must not take one step backward; we cannot 
afford to. We do not stand in the same relation to this matter 
that we did a quarter of a century ago. The excuses once em- 
ployed in justification of what proved to be unwise action, will no 
longer answer in the presence of history and experience. We are 
indebted to the past, but not to imitate its follies. We owe al- 
legiance to those principles which have been found to be enduring 
and of which experience, however varied, never fails to approve. 
We owe it to history, we owe it to other nations, we owe it 
most of all to ourselves, not to act unwisely in deciding a ques- 
tion of so much importance as this one: What shall constitute 
our monetary standard ? 
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Other nations are interested in what our decision shall be, more, 
perhaps, than we imagine. The question of the “standards” is to- 
day more of an international one than ever before. There is not 
a country of importance which is not considering with all serious- 
ness this momentous question, although some are more conspicuous 
in the matter than others. It will not do totrust entirely to appear- 
ances either. The real attitude of some of the leading participants 
in the discussion, it is not safe to predict at this distance. It zs 
safe to infer, however, that the governments in question will ap- 
proach the subject from the purely selfish standpoint of immediate 
local interest, unless they are prompted to a broader and better 
view by some outside influence. And the one all-important, and, 
as we think, decisive influence which will operate in settling the 
question, for the present, at least, is the action of the United 
States government. It is not, then, alone our privilege, but, in 
the presence of history, it becomes our duty to dictate a policy 
to the world, such as will do credit to a nation, which, “as far as 
human wisdom can -penetrate, is destined to be the most numerous, 
rich, and powerful nation in the world, and must have an import- 
ance in coming time of which even Americans are barely con- 
scious.” 

The question of our future money, in the form in which it 
presents itself to-day, is twofold, namely: What shall be the status 
of gold and silver? and, secondly, To what extent and under 
what conditions shall a paper substitute or representative be em- 
ployed? Under the last consideration the question of the National 
bank circulation, whether it ought to be continued, and to what 
extent, arises. These two questions, and important ones they are 
certainly, must engage our attention in the immediate future, and 
upon their successful and wise solution hangs.a long series of 
important results. 

One of the most serious evidences manifest in connection with 
any discussion of the money question, is the fact of so many and 
widely divergent views held by our legislators. These views are 
some of them honest, many selfish, and, alas! too few wise or 
statesmanlike. Just here is the difficulty. If we could depend 
upon the final policy as being altogether the best, our apprehension 
might well be laid aside. But what we have most to fear is, that 
some ill-advised compromise measure will, under the pressure of the 
moment, prevail, procuring for us a remedy not much better than 
the original complaint. There is that which looks like a tendency 
in this direction to-day, among those who will be called upon to 
consider the subject at our forthcoming Congress. What is to be 
done? There are few things safer, in the long run, in deciding 
any question of moment than an appeal to history. History, 
properly read, is mo uncertain arbiter. The old adage, “ History 
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repeats itself,” has more than a kernel of truth contained in_ it. 
This is, in a very peculiar and important sense, true in questions 
of money and finance. This stream always runs in the same 
channel. There are a few laws which govern, and, like those of 
the Medes and Persians, they are unalterable. In questions of 
money and finance, it is hardly possible to mention a contingency 
to which in history a parallel cannot be found. There is no form 
of money or circulating medium in use to-day that has not been 
employed before in the history of some nation. We may not find 
it in the same exact form, or ‘existing under precisely similar 
conditions—probably will not—in one country as in another, but 
the essential principle will be found to be identical. Having, then, 
confidence in historic precedent as a groundwork for future action, 
we propose to outline briefly some of the elements which in our 
opinion go to form a sound National currency, supporting our 
opinions by reference very largely to historic facts. We propose, 
also, to examine some of the objections raised against particular 
forms and methods, and, where advisable, suggest possible reme- 
dies. 
GOLD AND SILVER. 


From the dawn of civilization, and even before that, among 
savage nations, gold and silver have always been regarded as 
precious. They have always possessed this‘ quality pre-eminently 
and without dispute. Intrinsic worth, united with availability and 
adaptability, have been their chief recommerdation for universal 
use aS money. From the abandonment of the rude forms of 
barter by any people, these two metals have soon found their 
place as a measure of value and medium of exchange. And, 
where they have been once used as money, they have never been 
entirely discarded as such. These facts are too evident, and too 
universally acknowledged, to require collateral support. 

Again, it has been found that through the centuries gold and 
silver have sustained a more uniform and even relation the one 
to the other, than any other two metals or commodities that can 
be mentioned. This fact may not be equally well known, but is 
susceptible of the fullest demonstration.* 

Furthermore, the mean relation of the two metals during the 
last century and a-half has not practically varied. The relation of 
1 to 15% has been the approximate ratio most of the time. 
There have been, it is true, slight oscillations of relative value at 
times, consequent upon new discoveries, notably during the decade, 
or a little more from 1848 to 1860; but they have been few and 
far between, when compared with those fluctuations ascribable 
solely to legislative interference on the part of some one or more 


* See “The Silver Question,’” by Geo, M. Weston. Page 117, and on further. 
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governments for most of the time during the present century.* 
Speaking in general terms, down to the beginning of the present 
century the nations of the .world were bimetallic, employing both 
gold and silver as a circulating medium, The English employed 
the “double standard” until 1816, and found it both beneficial 
and reliable. The experience of France, since 1803, when the law 
of the “double standard,” as it has been called, was enacted in 
that country, has been very satisfactory, in spite of the varying 
and vacillating policies of the neighboring powers. In short, the 
practice of legislating one metal or the other into, or out of, the con- 
dition of money, is an entirely modern idea, and not warranted 
by sound reason, as we shall endeavor to demonstrate later on. 

It is hardly necessary to say that the uniform relative value of 
gold and silver referred to, could not have been maintained in the 
face of important additions to the stock of each from time to 
time, if, like other natural productions, they had not been affected 
by the universal law of supply and demand. One nation after 
another has come to employ one or both of the metals as money 
as the supply has augmented, while the demand, incident to the 
natural developments of the arts with the progress of civilization 
and refinement has been a constantly increasing factor., The actual 
loss of wealth to the world during the ages from the unavoidable 
abrasion of coin in use, also constitutes an item in our calculation 
which must not be lost sight of. The availability, then, of the precious 
metals, and the fact that they have always had a world-wide value 
constitute one of the chief recommendations to their use as money. 
Another consideration of importance, and equally well-known and 
recognized, is the peculiar adaptability cf these two metals to the 
uses to which they are put. Great value in small compass is the 
universal requisite for money. 

Along with this, and equally important, is divisibility, by virtue 
of which the metals may be adapted to small payments in value. 
Just here lies one of the strong recommendations for the use of 
both gold and silver as the circulating medium of any country. 
Silver weighs twenty times as much as gold for the same value. 
A gold dollar weighs 23 grains, a silver dollar 460 grains. It 
has been found in practice that there is danger attending the use 
of gold coin in a smaller denomination than. the five-dollar piece. 
The two dollar and a-half gold piece, for instance, is frequently 
passed for a cent, which: it closely resembles in color and size; 
while the inconvenience and danger in the use of the dollar piece, 
to say nothing of the fractional parts of the dollar, are familiar to 
everyone. Here, then, is the province for silver. Coin, less in value 
than five dollars, should be struck only in this metal, while larger 


* For a very clear elucidation of this point, see “The Silver Question,’”’ by Geo. M. 
Weston; ‘‘ Money,’’ Chas, Moran, 1863; ‘‘ Fall in Gold,’’ M. Chevalier, 1857. 
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denominations are more serviceable, because only one-twentieth part 
as heavy, in the form of gold coin. We have found, then, another 
attribute of gold and silver, constituting them far excellence the 
money-metals of the world. And in the respect that we have found 
them adapted by weight and bulk for use in different denominations 
respectively, we find that we are but interpreting the experience of 
history in this particular. 

Thus far, it has simply been our endeavor to _ illustrate what 
is quite generally recognized, that gold and silver are adapted 
pre-eminently for use as money, and that we have historic precedent 
as well as intrinsic merit to recommend them. 

We now come to the consideration to what extent gold and silver 
have been used by different nations, which will lead us to the 
further consideration of the relative merits of monometallism and 
bimetallism, as illustrated in history. 

There is no record of a civilized nation which at some time has 
not employed either gold or silver, or both, as money. And at the 
present time there is not a government of importance on the 
face of the globe that has not, to some extent, a coinage of its 
own. 

The United States uses gold and silver; England, gold, with a 
token coinage of silver, although the law is such that the Bank 
of England may hold one-fifth of its reserve in silver. France, 
Belgium, Switzerland, and Italy together constituting the Latin 
Union, employ both gold and silver. Germany is now on a gold 
basis; it would not be wise, however, to predict how long this 
condition of things will last, in view of its itinerant policy in the 
past. The Scandinavian States employ gold exclusively, and Holland, 
at last accounts, was “in a straight betwixt two.” India holds by a 
sort of compulsion to its time-honored standard of silver, and, in 
this respect, it keeps close fellowship with the “ Celestial Empire ” 
to the East. 

This enumeration might be continued in respect to several other 
less important governments, if it were necessary. What has been 
said, however, goes to show that, taking the nations together, gold 
is more generally employed, with or without silver, than is silver 
alone, which is the fact. 

It ought to be stated in this connection that, according to the 
most authentic computations, the relative stocks of gold and silver 
in the world are about equal in value, silver leading by a small 
fraction. If this is true, it is quite evident that neither metal has 
the preference as regards volume, for use as the universal money, 
Consequently, when we come to consider the subject in an inter- 
national sense, it would seem to be impossible to employ either 
metal universally, without seriously disturbing the existing value o 
the one so employed, causing a corresponding effect upon prices and 
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all commercial values. In other words, in the event of such a tran- 
sition to a single metal, we would have presented to us all the evils 
of a contracted currency, which, in the long run, are more manifold 
and disastrous, because most affecting the debtor class, than the 
evils of expansion. The stocks of gold and of silver are each held 
at their present relative value because of a constant more or less 
active demand. Double that demand, or increase it by one-half, or 
one-third, and you have as a resultant a corresponding effect on 
prices, and on all forms of existing debt. Prices will fall, and debts 
will have their pre-existing burdens increased. No reasoning can be 
plainer than this. Neither are we justified in assuming the position 
occupied by Jevons and some of his school of gold monometalksts, 
who advocate gold for some countries and silver for others, always 
assuming, of course, that England shall have the privilege of select- 
ing its own metal. This is not just. This is assuming a commercial 
pre-eminence for some nations not enjoyed or allotted to others. 
For no one can deny that under any possible allotment that would 
be made, the use of silver would be largely confined to the East, 
and hence would still become the cheaper metal, as it always has 
been the most cumbersome and the least adapted for large pay- 
ments. In discussing questions of international bearing, we should 
be candid and liberal enough to grant to others the same privileges 
and opportunities that we seek to enjoy ourselves. This is especially 
true when there appears to be no reasonable objection to an adjust- 
ment which would operate with equal beneficence for all. 

If, now, we look briefly into the history of the operations of the 
monetary standards employed by different governments, we may 
obtain some valuable hints. As has been already intimated, France 
adopted the “double standard,” as the use of gold and silver jointly 
has been unwisely called, in 1803. This was not a sudden, spas- 
modic act on the part of that government, but was the result of the 
combined wisdom of its profoundest thinkers, covering a period 
of thirteen years. And the deliberation in the choice has only been 
surpassed by the unerring tenacity with which its financial policy 
has been maintained in the face of opposition. While the con- 
tiguous nations have, almost without exception, oscillated back and 
forth, from one metal to the other, with the changeful tide of what 
seemed to be a popular sentiment, France has steadfastly adhered 
to its original policy. During about the same period that France 
has been an adherent of the bimetallic policy, England has supported 
the single standard of gold. Here, then, is an opportunity for a 
comparison. During the time, it is found that the extreme varia- 
tions in the relative value of the two metals in France has been 
from one-tenth to one-fourth of one per cent. per annum, while in 
England, at London, those variations have frequently been from two 
to ten per cent. These figures are very significant. If steadiness in 
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value is one of the attributes of a sound money policy, then gold 
and silver together, would seem to possess this attribute more dis- 
tinctly than gold alone. We do not think this fact is denied, even 
by some professed monometallists. Jevons* uses, in illustration of 
this point, the familiar figure of two reservoirs connected by a pipe; 
any accession to the liquid in one, affecting its level, is felt and 
shared by the other. It is not less true in the practical working 
of the two metals, when used conjointly by any nation. Lord 
Liverpool may be said to be the author of the single standard in 
England. He advocated it because he zmagzned that the flux and 
reflux of the metals, maintaining, as we have seen, the desired 
equilibrium of relative value, was detrimental to the interests of 
trade. On what reliable data he based his opinion, we have failed 
to find. While France has jogged along serenely under the pleasant 
inspiration of a sound and uniform money, presenting to the world 
financial capabilities of surpassing magnitude in settling war indem- 
nities, and in other lesser transactions, England has been forced 
periodically to hedge about its system by artificial barriers of bank 
rates and foreign importations. In 1821 the demand for gold by 
England was so great that a large proportion of our gold left us, 
and, for a time, silver became our principal money medium. And 
the practice, in London, of varying the bank rate of discount, for 
the purpose of protecting its gold supply, is too common to call for 
special mention. 

The unusual gold discoveries from 1848-52, in Australia and Cali- 
fornia, did more to disturb the serenity of the gold-using nations 
than any influence before or since. Without reason, and apparently 
without reflection, those nations began, as with common consent, to 
demonetize gold, not realizing, apparently, that their action would 
do more to disturb the value of the metal than the discoveries 
alone, twice repeated. And the sudden and quite decided down- 
ward trend at this juncture was largely the practical effect of 
demonetization. Germany demonetized gold in 1850, and Belgium 
followed her example. Holland also demonetized the same metal 
about the same time, giving aS a reason, however, “Because Eng- 
land, which then almost alone had the standard of gold, was sué- 
ject to frequent monetary crises, and that, by adopting the same rule, 
we should run the risk of being involved in those crises.”+ After 
the disturbance caused by the demonetization of gold had _ sub- 
sided, or, rather, had distributed itself, the natural order of things 
was, after a time, restored. Silver was continued as the monetary 
unit of Germany until 1870, when the payment of the fabulous 
war indemnity in gold by France led the Government to consider 
and adopt the single gold standard again. Belgium afterward be 


***Money and Mechanism of Exchange.”’ 
+ Professor S. Vissering, University of Leyden. 
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came a member of the Latin Monetary Union, under which it 
adopted the bimetallic policy. During all these changes, as has 
been said, France was constant in its attachment to its original 
policy, and profited accordingly. Whenever, as following the Cali- 
fornia gold discoveries, or later when silver was again demonetized, 
the other Governments considered it wise to prohibit the coinage 
of either metal, because of some fancy that it was permanently 
losing its value, France found herself in a position to secure a 
handsome return by the sale of the particular metal which, for the 
time being, was most popular. In this manner France, within twenty 
years, made two profits, and found herself, at the end, in the same 
condition as at the beginning. And, during these periods of transi- 
tion, it is generally believed that the bimetallism of France was 
acting as a powerful agent to prevent those rapid and decided 
variations in value which must assuredly have occurred without its 
beneficent influence. In fact, this is regarded as one of the laws of 
bimetallism. The increase or decrease in the supply of either metal 
affects the volume, and hence the value of both when employed 
simultaneously, proportionately less than when they are used singly. 
From the first, the bimetallism of France has had a_ beneficent in- 
fluence upon the diverse monetary operations of the rest of the 
world, and it is yet to be shown that, so far as that Government 
itself is concerned, it has suffered any detriment. 
WILLIAM WOODWARD. 
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SILVER. 


THE conference during the past summer between the Associated 
Banks of New York and the Treasurer of the United States, and 
their subsequent exchange of six millions of gold for fractional 
silver, indicates how firmly they have determined to prevent the 
use of silver or silver certificates at the Clearing-house, and how 
earnest will be their efforts to stop the coinage of silver and limit 
the issue of these certificates. They fear that sooner or later the 
continued coinage of twenty-eight millions of silver will so expand 
and dilute the currency that our gold would be exported and our 
currency reduced to a “silver basis,’’ causing great loss to the 
banks and their depositors and customers, inflicting great injury on 
the commercial interests of all engaged in foreign trade, and im- 
posing on the country the evils of a depreciated curreney. 

No one can blame the banks for opposing with all their power 
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the transformation of our currency from its present condition of a 
bimetallic basis of gold and silver, to an exclusive currency o 
silver, or of notes redeemable in that medium. Their bills receiv- 
able are now payable in gold or its equivalent, and these amount 
to many hundreds of millions. Their deposits are as much more; 
their customers, who make up the merchants and capitalists of 
New York, have debts due to them from the country merchants 
and from the corporations, cities, and States of the Union, much 
larger than the bills receivable and deposits of the banks, and the 
transformation of these vast amounts from gold to silver would 
involve a loss of hundreds of millions of dollars. To struggle 
against such a loss is a duty they owe to their stockholders and 
their fellow citizens. 

The country would not, however, lose one farthing by this change. 
Its houses and lands, its mills and machinery, and the manufactures 
they produce, its agricultural and mineral products,—every article 
produced by human labor and capital would remain unchanged in 
value, and the country would be as rich as before. The only 
alteration would be in the obligations of the people to one another. 
The notes and bonds and debts of every kind now payable in gold 
or its equivalent, would be payable in silver, whose bullion value is 
fifteen or sixteen per cent. less than that of gold. Every creditor 
would be poorer, and every debtor richer, by precisely the same 
amount. The loss of the one would be the gain of the other, and 
the country, taken as a whole, would neither be richer nor poorer by 
the change. Nominally, the wealth of the people would be increased. 
They would be worth more dollars, but the dollars would be less 
valuable. Their debts abroad would be met as easily as before when 
payable in gold, for they are really paid by the export of merchan- 
dise whose price in the foreign market would not be affected by 
the change in our currency. Those payable in dollars, as the interest 
on railroad bonds usually are, would be met more easily, so that 
the country would gain by their payment, and that, too, without 
any failure of legal or moral or honorable obligations. 

It would appear from these considerations that the country would 
be a gainer by this change, although New York and Boston mer- 
chants and capitalists and the banks of the whole Union would be 
losers. 

This motive of interest, although a powerful one in the bank 
parlors, and a good and sufficient reason for their fears of a silver 
currency, is not one put forward by the newspapers, who regard 
the change as injurious to the commercial interests of- New York 
and of the country. Everyone is familiar with the disturbance in 
the business of foreign trade during the suspension of specie pay- 
ments before and since the Civil War. Coffee and sugar were 
bought abroad in gold, and sold at home for currency. Wheat and 
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cotton were bought in currency, and sold in the foreign market for 
gold and its equivalent. And the daily and monthly changes in the 
value of this currency, compared with gold, disarranged all calcula- 
tions of profit. These uncertainties amounted often to five and ten 
per cent., and sometimes to a larger percentage. The tear of this 
injury to importers and exporters is a reason for dreading a silver 
currency. 

But the fluctuations in silver are not like those of greenbacks, or 
of the old State bank circulation. These changed in value from 
day to day and from year to year, ranging from ten to twenty, and 
even fifty and sixty per cent. They advanced and declined every 
day, and the changes were considerable, even for short periods. 
But the price of silver has not varied more than three or four per 
cent. in the whole period of the present coinage of silver dollars, 
and its changes from month to month are always very small. 
Even these slight variations are in part only apparent, and due to 
the appreciation of gold rather than the fall in silver, because, as 
was shown in a recent article, in the North American Review, the 
supply of gold from the mines has declined so much, that it is 
only equal to the consumption in the arts and the exports to the 
East. The European stock must therefore have been decreasing 
annually, by the imports of gold into this country, during the last 
five years, and by our retaining at home the whole product of our 
own mines, while the demand for it has increased by the resumption 
of specie payments in Italy. Gold, therefore, has probably been 
appreciating in Europe during this period, and the silver changes 
of price may be much less than they appear to be when measured 
by the gold standard. Whether this be true or not, certain 
it is, that the slow and insignificant changes in the prices of silver 
since the passage of the Alison bill, could produce no material dis- 
turbance in purchases and sales in a foreign market, and would not 
do this if our currency were silver only. 

A third reason, which has been more talked about than either 
of the two that have been mentioned, is the evil of a depreciated 
currency. The fact that the bullion value of silver is lower than 
that of gold, at home and abroad, is announced day after day in 
the newspapers, and the injustice and falsehood of keeping them 
equal in the currency is repeated again and again, and the people 
are reminded of the danger of the objections to a depreciated cur- 
rency. 

But in what sense is silver depreciated? If the currency should 
become silver, would a creditor receive less than his contract re- 
quired, as would be the case if he were paid in irredeemable paper 
money? Not at all; for in every contract the law implies the obliga- 
tion on the debtor to pay in gold or silver, at his option, and if 
he should pay in silver, it is in exact accordance with his agrec-. 
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ment. This has been the law for two thousand years in the whole 
civilized world, until recently, in two or three countries of Europe, 
and every intelligent person knew this when the contract was made. 
Some may regard this law as harsh and unjust, but the object 
of the law is to preserve a more stable unchangeable standard of 
value, by making either of the two receivable than by making only 
one, and Professor Jevons, in his work on the currency, and other 
standard authors, show that this is the effect of such an arrange- 
ment, and there is not the slightest doubt of its truth. Gold and 
silver are more stable in value than wheat or iron, but both change 
with supply and demand. And when the supply or the demand for 
either is excessive, the use of the cheaper prevents the dearer from 
rising as high and the cheaper from falling as low as they other- 
wise would. One of the great objects of currency is to furnish an 
unchangeable standard by which future contracts are to be measured, 
and the law is, therefore, wise as well as just, and its harshness is 
only apparent. Is silver bullion depreciated in the sense of being 
below its former value, so that a return to a silver standard would 
be unjust? This may possibly be the cause of the difference in the 
bullion value of the two metals. But it may also arise from the 
advance of gold. Since 1873, when gold and silver “parted com- 
pany,’ the demand for gold has increased, and the supply from the 
mines decreased. So also, the demand for silver has decreased, and 
the supply increased, and the difference in the bullion value may 
be due to a change in the value of both. Which of these three 
explanations of the difference in value is correct? 

This is a difficult question, and few persons can give a satisfac- 
tory answer. Professor Jevons wrote a book on this subject four 
or five years since, and showed by the change in the price of com- 
modities that gold had advanced in value twenty per cent. since 
1870. The Economzst, which is the highest authority in Great Brit- 
ain, in reviewing this book, assented to its conclusions, and gave 
additional reasons for this advance. The London Bankers’ Magazine 
approved of it, and no reply has ever been given to this argument. 
These authorities were all in favor of an exclusive gold currency, 
and had no prejudice in favor of silver to bias their judgment. 
Mr. Giffen, the President of the Statistical Society of Great Britain, 
has an article on the recent decline in prices, in the last number 
of the Contemporary Review, and his argument in favor of this ad- 
vance in gold brings the question of its purchasing power down to 
the present time, sustaining and strengthening the conclusion of 
Professor Jevons. The London Sfectator, in its notice of this article, 
says that this is also the opinion of Mr. Goschen, the distinguished 
chairman of the Silver Commission of the British Parliament. 
These are not the inferences of men who have a purpose to sub- 
serve, and their reasoning seems unanswerable. The Lcoxomzst has 
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repeatedly published commercial and official authorities of a decided 
character from India, showing that no rise in prices has occurred in 
that country where silver is the measure of value, and where the 
demand for goods for Europe has largely increased; and an appeal 
may be safely made to every business man in this country to prove 
that during the last twelve years, the purchasing power of an ounce 
of silver is greater than it was before 1873. If this be true, it is 
not silver that has declined, but gold that has advanced. Instead 
of the worth of a silver dollar being 83% cents, it is the gold 
dollar that is worth a dollar and twenty cents; and if our cur- 
rency were changed to the silver basis, it would not be a change 
to a depreciated currency, but to one that has remained unchanged 
during the last twelve years, by which every contract could be dis-, 
charged fairly and honestly. 

Another form in which this statement of the depreciation of silver 
is brought forward, is that gold is more valuable than silver, and, 
as it is the standard elsewhere, this country ought not to isolate 
herself and adopt a lower standard. But if our currency were fifteen 
per cent. below its present value, or twenty or fifty per cent. below, 
and remained unchanged at that percentage of depression, it would 
serve as perfectly all the purposes for which currency is desired as 
well as gold. Unchangeableness in value, so that justice between 
debtor and creditor shall be maintained, is the all-important func- 
tion of currency, and that would belong to the cheaper as much as 
the dearer medium. Copper or iron, wheat or corn, would suit as 
well as gold or silver for currency, if they were always of the same 
value, were it not for their bulk. The use of gold as the currency 
abroad would make no more difference to the merchant than the 
use of pounds, francs, or marks in the price of commodities. 

In neither of these three meanings of depreciation does there 
seem to be any objection to silver, and the same will be found 
to be true in every form that the objection is considered. Of the 
three foundations that have been mentioned for the fears of the 
New York banks, the interest of the banks and of their depositors 
and customers, the injury to the commercial interests of importers 
and exporters, and the depreciation of the currency, only the first 
would seem to be of serious weight. But that one is so important 
to them that no one can blame them for the course they have 
adopted. It is their privilege and their right and their duty to 
struggle for the protection of those who have entrusted them with 
their capital, even if others should gain as much as they would lose. 
Are, however, their fears well founded? Is there any immediate or 
proximate or remote danger of our returning to a silver basis by 
the annual coinage of twenty-eight millions of legal-tender silver ? 

Certainly there is no immediate danger. We have more gold 
than at any former period of our history. In every year: since the 
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resumption of specie payments our imports of gold have exceeded 
our exports, and in some of those years the excess was very large. 
Our stock has been further increased during the same period by 
the supplies in the purses of hundreds of thousands of immigrants 
who have annually landed on our shores. Besides those additions, 
we have had about fifty millions every year from our own mines. 
These accumulations make us much stronger than we ever were, 
and there is nothing in the position of trade that threatens even 
a small shipment of gold, much less a dangerous one. Our exports 
of merchandise during the year ending in July last exceeded our 
imports 164 millions of dollars. Our stocks and bonds are so low 
that they form an inviting investment to foreign capitalists, and the 


_newspapers say they are freely availing themselves of the opportunity 


thus offered. New York has now more gold than London or Paris. 
The Treasury of the United States has more gold than all the 
banks of France have had at any time in the last five years, with 
a smaller circulation to support. Our strength is impregnable for 
the present, and there is no more immediate danger of the specie 
basis, or of a premium on gold, than there is that the stars will 
fall from heaven. 

As to the near future, we are perfectly secure. If a series of disas- 
trous harvests should befall the country for the next five years, so as 
to cause an annual export of fifty millions of gold every year, and 
our Treasury receipts should decline so that we could redeem 
every year only fifty millions of our public debt, at the end of that 
period the currency would not be expanded one dollar by the an- 
nual coinage of twenty-eight millions of silver, even if the whole 
amount were represented by outstanding - silver certificates. The ex- 
ports of gold would be supplied by forty-five millions a year from 
our own mines, and even if we should not receive a single dollar 
from immigants, the diminution of our gold would be less than a 
hundred millions, after supplying fourteen millions a year for the 
consumption in the arts. This loss would fall on the gold certifi- 
cates which would be presented by the banks for redemption, and 
the Treasury would be as able as it now is to support the green- 
backs in gold and retain the hundred millions which the Treasurer 
requires for that purpose. The redemption of the three per cents. 
in that time would require the National banks to give up a circu- 
lation of nearly a hundred and fifty millions, because they regard 
it as unprofitable to buy the four per cents. to obtain rates for cir- 
culation. The currency in the hands of the people would be no 
larger than at present, for the new silver certificates would only 
meet the withdrawals of National bank notes. Our population will 
in that time have increased ten or twelve per cent., and our wealth 
and exchanges in a still greater ratio, so that, with reference to the 
wants of business, there would be a contraction instead of an ex- 
pansion of the currency in these five years of disaster. 
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It would seem, therefore, that the alarm that has been raised 
about a return to silver is without any reasonable foundation, for 
the next five years, even if short crops should prevail, and gold 
should be exported for every year hereafter until the end of 1890. 

If the result of twenty years’ coinage of: the twenty-eight mil- 
lions be considered, no disturbance of the present bimetallic sys- 
tem, with gold and silver equivalent to each other, is to be feared, 
as far as can be foreseen from the facts now known to us. 

In that period the whole bonded debt of the country would be 
paid off at the present rate of redemption, and this will continue, 
whether the tariff be reformed by a reduction of the high duties 
to moderate rates or remains unchanged. This payment of the 
public debt would extinguish the whole circulation of the National 
banks, and leave only greenbacks and silver certificates in circula- 
tion. The addition of 560 millions to the present certificates and the 
greenbacks would make ten hundred and fifty millions of paper 
money, sustained by seven hundred millions of silver and one hundred 
and thirty millions of gold. Our population would have increased 
more than sixty per cent. in that time, and our wealth a hundred 
per cent. The deposits in the banks would be increased faster 
than the population, and slower than the wealth. The same would 
be true of the money that is kept in the purses and private drawers 
of the people. The reserves in the banks and the amounts in pri- 
vate hands now make up seven hundred millions, and an increase 
of only sixty per cent. for the increased numbers of the people, 
and the increased wants of the banks would require more than 
the whole amount of the silver certificates and the Treasury notes. 
There would be no expansion of the currency, leading to the ex- 
port of gold, and no more danger of the silver basis than at the 
present time. 

If the future should not result in accordance with these expecta- 
tions, which are founded on the history of the past fifty years of 
our population and wealth, and if our currency wants should not 
increase sixty per cent., and if the public debt should not be en- 
tirely paid off, the only possible difference in the result would be 
that the silver certificates that would not be needed by the people 
would remain in the Treasury, for it would be impossible for the 
Government to put them in circulation. In the autumn, when the 
crops are sent forward to market, all might be needed, but after- 
wards they would lie idle in the banks or the Treasury. There 
would be no expansion and no export of gold, because of a re- 
dundant supply of an inferior currency, and no change in the equiv- 
alence of the two precious metals, whatever might be the bullion 
values of either. 

In this struggle in which the banks are now engaged no com- 
promise is possible. Either an exclusive gold currency or the pres- 
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ent use of both metals must be the result. If silver becomes mer- 
chandise, and not legal-tender money, it would have no more ef- 
fect on the currency than the twenty millions which are now pro- 
duced and not coined at the Mint. After the domestic consumption 
in the arts should be:supplied, the whole would be exported and 
sold in the foreign markets, as the extra supply of wheat or cotton 
is disposed of. What the country needs is better prices for the 
products of the farm and the mill than the gold currency will 
give. They want cheap money and plenty of it. Good money, in- 
deed, but abundant. With gold and silver, prices have declined, and 
the ablest and most impartial judges say that they will fall lower 
and lower with the accession of every new country to the English 
system of gold only. The partial movements of Germany and of 
Italy, and of the United States, in this direction, have brought 
down wheat and every product of the farm and of human labor 
to nearly half their former price. The German and the Italian and 
the American silver dollar have existed with full legal-tender privi- 
leges, while this depression in prices has occurred, not by commer- 
cial accidents, but by the increased use and demand for gold. Shall 
this depression be still further extended until wheat declines to 90 
or 80 or 70 cents per bushel? Must the exchanges of the world 
be performed without silver, and a new demand created for gold 
and an additional fall in prices established? No compromise by 
which silver ceases to be legal-tender money can be acceptable 
to the millions of debtors in the land, when the only advantage 
would be to the few creditors who are rich already. The people 
want no wrong, no injustice, no robbery of the creditor. They are 
willing to pay the debts they owe, but they are unwilling to pay more 
than they promised. That promise was to pay in gold or silver at 
the present lawful standard, and they are willing to pay that, but 
not more. If the farmers had agreed to pay their debts in wheat 
or barley, as they might prefer, shall Congress alter the contract that 
has been already made, and declare that they must pay in the dearer 
only. The inferior metallic medium is not satisfactory to the New 
York creditors, and they ask the representatives of the people to 
force every one to pay in a metal dearer than was promised them. 
If it is a mere question of private interest, in which the strong de- 
mand that the laws shall be changed for their advantage, and if 
no public or commercial advantage would result from the change, the 
result ought not to be doubtful. 
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THE SECOND ISSUE OF LEGAL-TENDER 
NOTES. 


Whenever a paper-money spring has been found, the discoverers 
have not been perfectly happy until the stream issuing from it has 
swelled to a mighty flood. When the bill authorizing the first issue 
of legal-tender notes was before Congress, several members prophesied 
a heavy increase, while others were equally confident that no more 
would be needed or put into circulation. Said Mr. Hooper, of 
Massachusetts, who had carefully studied monetary questions for 
many years, “It is said that when a government once assumes the 
power to issue a currency, the temptation to continue issuing it 
rather than to resort to the more unpopular method of taxation, is 
so great, that it will not cease to issue it until it finds itself in a 
state of utter bankruptcy. The answer to this objection is, that the 
power of the government is limited by the law in this respect to 
$ 150,000,000, and, consequently, the government cannot, if it would, 
yield to any such temptation.” What a lofty conception had Mr. 
Hooper of the virtue of the government! It could not yield to 
the temptation to issue more paper money. Not so thought Mr. 
Morrill, of Vermont. “If the first step were taken,” he said, “in 
making paper a legal tender, we must go on. No sane man would 
spontaneously take stock liable by the practices of the government 
to be reduced the very next day ten per cent., or any other per 
cent. in its value. So that if Congress should have the virtue to 
wish to cease the further issue of these notes, it would no longer 
be an open question. But, having tested this facile mode of paying 
debts, I fear the stern and honest mode of taxation would be re- 
pugnant to many constituencies, and that the doors of the temple 
of paper money would not soon again be closed. Gentlemen may 
think otherwise, but, like a certain heroine who 


‘Said she’d ne’er consent, consented still,’ 


Congress would consent. If we have not the virtue and the power 
to resist the temptation now, while our reputation is spotless, we 
shall have still less when the whole country becomes debauched.” 
The country did not wait long to find out who was the true 
presager. Having tested the sweets of paper money, within a month 
after the enactment of the first legal-tender law, Secretary Chase 
requested that the demand notes authorized at the session in July, 
1861, and the ten millions on the following February, be declared a 
legal tender. His object in having them made a legal tender was to 
give them currency at the Clearing-houses, and in all business trans- 
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actions. When the Senate were discussing the bill, Senator Collamer 
inquired whether, if it were passed, the amount of legal-tender notes 
would not be increased to $ 160,000,000, Senator Fessenden replied 
that the entire amount was limited to $150,000,000, and the issue 
of new notes would not exceed $90,000,000, except to replace the 
$60,000,000 in circulation. These, therefore, were indorsed with the 
legal-tender quality, and, thereafter, circulated as freely as the notes 
authorized by the February law. 

Hardly had three months passed before the Secretary of the Treas- 
ury sent a communication to the Committee of Ways and Means, 
accompanied with a bill providing for the issue of an additional 
$ 150,000,000 of legal tenders. This was on the 7th of June. He 
stated that the daily receipts from customs were about $ 280,000, 
and that the average daily conversion of legal-tender notes into 
bonds did not exceed $150,000, while the daily expenditures exceeded 
$1,000,000. He further remarked that if Congress saw fit to author- 
ize the amount proposed, it seemed highly expedient that such 
a portion as the public convenience should require, be issued 
in denominations less than five dollars. Admitting the force of the 
objections generally advanced against issuing notes of a smaller de- 
nomination, he maintained that under the existing circumstances of 
the country they did not apply. The burdens of the people, he 


- maintained, should be made as tolerable as possible. If the restric- 


tion on the issue of small denominations was removed, the wants of 
the country would absorb a circulation of $25,000,000, and perhaps 
more. The interest on this circulation, say $1,500,000, would be 
saved to the taxpayers. Payments to public creditors, and especially 
to soldiers, now require large amounts of coin to satisfy fractional 
demands less than five dollars. Great inconveniences in payment of 
the troops are thus occasioned. With every effort on the part of the 
Treasury to provide the necessary amount of coin, it is found im- 
practicable always to satisfy the demand. When the amount required is 
furnished the temptations to disbursing officers to exchange it for any 
small bank notes that the soldiers or the public creditors will take, is 
too great always to be resisted. And even when the coin reaches the 
creditors, it is seldom held, but passes, in general, immediately into 
the hands of the sutlers and others, and disappears at once from 
circulation. The inconvenience, therefore, to the government and 
creditors, from the absence of United States notes of small denomin- 
ations, are not compensated by benefits to anybody.” Another reason 
advanced by him was that resumption of payments in specie could 
be effected more surely and easily, and with less inconvenience and 
loss to the community, if the currency, small as well as large, was com- 
posed of United States notes, than if the channels of circulation 
were filled with the emissions of non-specie paying corporations. 
Slow as many persons were in perceiving the advantages of a 
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purely paper currency, Secretary Chase could not be reckoned among 
the number. Possibly he was like an epicure who prefers a piece of 
dry bread to fasting: judging from his conduct, however, he had 
been overcome by the paper-money enchantment. The sage remark 
in his July report concerning the mode of issuing Treasury notes— 
that the greatest care would be requisite to prevent their degrada- 
tion into an irredeemable paper currency, than which no more cer- 
tainly fatal expedient for impoverishing the masses and discrediting 
the government of any country can well be devised—had certainly 
been forgotten. 

One member of Congress, Mr. Spaulding, did clearly intimate when 
the first legal-tender bill was discussed by the House, that a further 
issue of legal-tender notes might be necessary; but “all others who 
discussed the subject utterly denied and repudiated the idea that 
they were ever to [ favor the issue of] another similar batch. ' 
When that bill was on its passage, the Chairman of the Ways and 
Means Committee gave the House and the country a grave assur- 
ance, which was unquestionably sincere, that no further increase of 
such notes would be required or solicited. The assurance gave 
much satisfaction to many gentlemen of prudence and sagacity and 
gained for the measure large support.” Yet, how suddenly did 
many members change their opinions. Not all of them changed, 
however, for some who favored the first issue were strongly op- 
posed to the second. Doubtless Mr. Pike, of Maine, respected the 
opinions of other members when he said that he voted for the 
first measure on the ground of necessity, but opposed the second 
because it rested on convenience. 

The bill authorized the issue of $150,000,000 of notes, reserving 
one-half of the amount to secure the prompt payment of deposits 
which were in the Treasury. This amount could be issued and 
used “when in the judgment of the Secretary of the Treasury the 
same, or any part thereof, may be needed for that purpose.” Many 
hoped and believed that only $75,000,000 of notes would be put 
in circulation. 

The $50,000,000 of demand-notes authorized in July could be used 
in payment for duties, and also the $10,000,000 issued on the fol- 
lowing February; but the $150,000,000 of legal-tender notes could 
not thus be employed. Consequently, the first two issues had a 
special value, and in July, 1862, $50,000,000 were outstanding. 

There was another important privilege attached to these issues, 
or “old demand notes,” as they were called. They could be funded 
into twenty-year six-per-cent. bonds, which were worth par in specie 
at the time the legal-tender bill we are now describing was under 
consideration. It was believed, however, that these notes would 
soon be presented in large quantities, because, as they were receiv- 
able for duties, persons would prefer to use them, even if paying 
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a premium therefor, to paying a higher premium for gold. They 
had therefore ceased to be a part of the circulating medium; con- 
sequently, of the $150,000,000 of legal-tender notes that had been 
authorized, only about $ 100,000,000 were in circulation at the time 
the Secretary of the Treasury favored another issue. Furthermore, 
as only one half of the new issue was to be put into circulation, 
and the other half reserved, as previously explained, the actual in- 
crease to the circulation would be $75,000,000. 

The strongest reason advanced for issuing these notes was that 
the banks were absorbing them and pushing their own into circu- 
lation. Mr. Hooper said, during the debate, “It may well be con- 
sidered whether any restriction of the Government issues will not 
serve to encourage and increase the issues of the banks. I confess 
that I can see no limit to a depreciation of the currency that 
may be produced by the banks; and, were it not that I have great 
faith in the prudence and wisdom and patriotism of those who 
manage the banks, I should have great apprehension in regard to 
it, as no obligation is now recognized by them to redeem their 
circulation, many of the States having legalized the suspension of 
specie payments.’ 

The opinion that the banks were a sharp competitor of the Gov- 
ernment in furnishing a monetary circulation, and in absorbing the 
legal-tender notes, became general. The feeling grew that they ought 
to be restrained. A member of Congress doubtless expressed the 
sentiments of many others, when he arraigned the banks in the fol- 
lowing manner: “They have authority to buy up our bonds in the 
market, to take up our circulation and put their circulation in the 
place of it, and that is what they are doing all the time; and the 
question is whether we shall pay these people six per cent. upon 
our bonds for furnishing no better currency than we can furnish 
ourselves. In a contest of this kind I am in favor of the Gov- 
ernment. Now, what do these capitalists do? As soon as a five- 
dollar Treasury note gets into the market they grab it up and put 
one of their own five-dollar notes into circulation in its place, and 
then convert their Treasury notes into six-per-cent. bonds. That is 
the process which is going on all the time, and in that way the 
banks keep their own paper in circulation, and keep the paper 
of the United States out of circulation. In other words, it is a 
struggle on the part of the banking institutions of the country to 
bleed the Government of the United States to the tune of six 
per cent. on every dollar, which it is necessary for the Government 
to use in carrying on this struggle for our independence and our 
life.’ Senator Sherman shared the same opinion, though expressing 
it in a milder form. The legal-tender notes “are actually kept out 
of circulation by the depreciated bank paper of the country, and 
every issue you make increases that tendency. Every new issue of 
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Treasury notes is only a bid for new inflation by the banks, and 
thus the better money of the United States is hoarded and laid 
away; and the paper money which is issued on the credit of it is 
thrown on the country, producing inflation and derangement of 
our monetary system, and, I believe, in the end will produce dis- 
aster.” 

The absorption by the banks of the Government circulation wa 
magnified a thousand-fold. It furnished a very good reason for is- 
suing more, while it intensified the feeling against the banks. Al- 
though they had loaned the Government more than half their capi- 
tal at a time when others would lend nothing, this was speedily 
forgotten, and the feeling of hostility to them was rapidly intensi- 
fying. 

No one had a deeper insight into the evil consequences of issu- 
ing more legal-tender notes than Senator Chandler, of Michigan, or 
discussed the subject with greater ability. On the 17th of June 
he introduced a resolution “that the amount of legal-tender Treas- 
ury notes already authorized by law shall never be increased.’’ The 
next day he addressed the Senate on this resolution. He said that 
he believed $ 100,000,000 of Treasury notes were sufficient to fur- 
nish a circulation for the country, though he voted for the first 
legal-tender law. The enactment had “proved highly satisfactory, 
not only to the Secretary of the Treasury, but to the nation at 
large.” The average bank circulation throughout the United States 
was not quite thirty days, but the entire bank circulation did not 
quite average that period. In the agricultural districts it averaged 
more; in the large moneyed centers, much less. The Government 
could expect but very little more circulation for its issues than the 
banks could for theirs. Thus it would be seen that if the circula- 
tion of the $150,000,000 of legal tenders averaged thirty days, that 
amount would perform the work of $1,800,000,000 per annum, and 
no one pretended that we should require one-third of that amount. 
“The moment you authorize the issue of $ 300,000,000 to be used, 
to be sure, at the discretion of the Secretary, the fear that it may 
be thrust upon the banks and bankers of the land creates at once 
a panic; it creates a surplus of circulation, it creates a fear, a dread 

a distrust, and your notes will depreciate. The moment you reduce 
the value of these notes, even to the point at which they now 
stand, even to seven per cent. discount, you drive out of circula- 
tion the coin of the country. The temptation is too strong to be 
resisted, to use something else besides coin for change and for 
small circulation.” These deductions, the unquestioned teachings of 
experience, were not heeded by Congress. The stream of circula- 
tion was already full, and a slight addition would surely cause an 
overflow. Yet Congress, with but little thought, hastily passed the 
bill which was to produce so much disaster. 

28 
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The Secretary of the Treasury was desirous of obtaining authority 
to issue notes of lower denominations than five dollars, but the 
Committee of Ways and Means differed from him in this regard. 
An amendment was offered to the bill reported by the committee, 
granting authority to issue smaller notes to the amount of $50,- 
000,000, and this was carried. The bill, like the former one, con- 
tained a provision for converting the notes into bonds, and Mr. 
Colfax maintained that these ought to run absolutely for twenty 
years, instead of reserving to the Government the right to redeem 
them after five years. The bonds redeemable in 1881, having a fixed 
life of twenty years, were selling at that time in New York at six per 
cent. above par for greenbacks, while the 5-20 bonds would bring 
no such premium. If they commanded a premium, it was main- 
tained that the legal-tenders would be converted into bonds rapidly, 
and a margin of six per cent. between the notes and gold would 
not exist. 

The law provided, among other things, that any notes issued un- 
der it might be paid in coin, “instead of being received in exchange 
for certificates of deposit at the direction of the Secretary of the 
Treasury,” and that he might exchange for the notes, on such terms 
as were most beneficial to the public interest, bonds bearing six 
per cent. interest and redeemable after five and payable in twenty 
years. He was granted authority to re-issue the notes thus received 
in exchange, and receive and cancel notes previously issued, and, in 
lieu of them, issue an equal amount by the new law; he could also 
purchase at rates not exceeding one-eighth of one per centum bonds 
or certificates of debt. With much labor, therefore, a winding sheet 
was put around the nation for the purpose of convincing the people 
that National life was extinct. Was ever. in financial history a more 
mournful scene than that now beheld at Washington, where Con- 
gress was trying to destroy the National credit in order to furnish 
an excuse for issuing paper money, honestly believing that by this 
bold and extraordinary jugglery the Union might be saved. 

Shortly after enacting this law the use of postage stamps was 
legalized in making payments to the Government not exceeding ten 
dollars, in consequence of the sudden and general scarcity of small 
change. After the suspension of specie payments the minor silver 
currency quickly disappeared. The people were not prepared for its 
sudden flight, and’ for several months were without an effective 
substitute. In the interval, those having small payments to make, 
especially persons engaged in retail trade, railroad companies, and 
the like, suffered much inconvenience. Corporations, individuals, and 
firms began to issue “shinplasters,” as they were called, to supply 
the deficiency, and in many cases made them exchangeable for com- 
modities, and also for bank and Treasury notes. To remedy the 
embarrassment somewhat, cities and towns issued small notes, pay- 
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able in taxes or lawful money. Unless the Government should 
prevent this circulation, it was evident that the country would be 
flooded with a varied fractional currency, having very little value 
and causing no little vexation and loss in the transaction of busi- 
ness. The law authorizing the use of postage stamps, also provided 
that after the first day of August, 1862, no private corporation, 
banking association, firm, or individual should issue any note, check, 
token, or other obligation for less than one dollar, which was “in- 
tended to circulate as money, or to be received or used in lieu of 
lawful money.” , 

The use of stamps was not popular. Accordingly, Secretary Chase 
recommended that fractional currency be authorized as a substitute. 
Heeding the recommendation, Congress enacted a law which author- 
ized the Secretary to issue fractional currency to an amount not 
exceeding $50,000,000, and redeemabie in United States notes in 
sums not less than three dollars, and receivable for postage and 
revenue stamps, and also in payment of dues to the United States 
less than five dollars, except duties on imports. It was not a legal 
tender for private debts, but it served a useful purpose, was con- 
venient, and had the effect of freeing the country from other kinds 
of small money. About $30,000,000 were kept in circulation yearly, 
which bore no interest and was therefore economical for the Gov- 
ernment. This was finally replaced by silver, in 1876. The amount 
issued, including reissues, was $ 368,720,079.21. A very large amount 
has not been redeemed, and is doubtless lost. The Secretary has 
written $8,375,934 off the Treasury books, and for the last three 
years less than one hundred and twenty-five thousand dollars have 
been redeemed. Probably a very small amount of this will ever be 
presented for redemption. Of course, this saving effected by the 
Government has been lost by the people. It represents, in the 
aggregate, a large sum, though the loss is distributed so widely 
that ‘no one has ever suffered in consequence. 

Thus two issues of legal-tender notes, of $150,000,000 each, had 
been authorized, beside endowing $60,000,000 more of other notes 
with the same quality. A fractional currency had been authorized, 
and postage stamps also, for making payments. We are far, how- 
ever, from the end of the chapter. When a nation has once drank 
from the paper money fountain it is sure to return. Like the 
lotus-eater, the effects are so bewitching that he longs for more 
and is never satisfied. When the second legal-tender bill was dis- 
cussed by Congress, the prophecy was repeated that further issues 
would be wanted, and unhappily, the prophecy was fulfilled. 

The next issue, which was for paying the soldiers, was authorized 
in January, 1863. The amount was one hundred millions, which 
was increased to $150,000,000 two months afterward. The facts 
pertaining to this issue will be described in the next chapter, as 
they are more closely blended with the subject there considered. 














436 THE BANKER’S MAGAZINE. [ December, 


Whatever may have been the feelings of others concerning the 
sudden outflow of so much paper money, Mr. Chase was not 
alarmed. He remarked, that in former reports he had stated his 
convictions and the grounds of them respecting the necessity and 
the utility of putting a large part of the debt in the form of United 
States notes, without interest, and adapted to circulation as money. 
“ These convictions,” he added, “remained unchanged, and seem now 
to be shared by the people.” But he did not repeat the statement 
also contained in a former report, namely, that “no more certainly 
fatal expedient for impoverishing the masses and discrediting the 
Government of any country can well be devised [than] an irredeem- 
able paper currency”—such an one in truth as now circulated 
among the people. With a spirit of evident satisfaction, he con- 
tinued, “for the first time in our history has a real approach to an 
uniform currency been made; and the benefits of it, though still far 
from the best attainable condition, are felt by all. The circulation 
has been distributed throughout the country, and is everywhere 
acceptable.” 





THE DEVELOPMENT OF CHINA, 


The Paris Economdste Francazs expresses great alarm at the in- 
troduction into China of the railroad system, and of European 
machinery for the spinning and weaving of cloths, especially cotton 
cloth, as threatening “one of the most immense revolutions in the 
history of humanity.” It sees in the future of China, “300 millions 
of frugal, intelligent, and persevering people, put in possession of 
improved instruments of labor,” and not only- keeping foreign 
goods out of the Chinese markets, but competing with European 
manufacturers in all markets. Such anticipations, even if the period 
of their probable realization is somewhat remote, are naturally 
alarming to the nations of Western Europe, whose commerce is 
world-wide, and whose industrial population has become so great, as 
compared with home food supplies, as to render a great foreign 
commerce essential to their prosperity, and even to their existence, 
under their present conditions. 

Until about 1825, England had been in a very considerable degree 
the workshop of the world, and had acquired the foundation of its 
present wealth by its substantial monopoly of the manufacturing 
arts. Down to that time it had jealously guarded its advantages in 
that respect, by prohibiting the exportation of machinery, and by 
imposing more or less effective legal restraints upon the emigration 
of its skilled workmen. These prohibitions and restrictions by law 
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have not existed during the last sixty years, although British manu- 
facturers are very careful to keep their processes secret, whenever it 
is possible to do so. 

England is now suffering from the transfer to India of machine 
spinning and weaving of cotton, which has already sensibly dimin- 
ished the sale in that great dependency of the products of British 
cotton mills. The English check this movement somewhat by com- 
pelling India to give up even the smallest revenue duty on cotton 
varns and cloths, but they are restrained from going any further 
than that, by various considerations. The capital employed in the 
Indian cotton spinning and weaving mills is largely British, and 
England, as the receiver of a tribute from India, principally under 
the name of interest for (so called) advances, of $75,000,000 per 
annum, gets the lion’s share of the profits of the labor of India, and 
of the capital (Indian and British ) employed there. 

There seems to be considerable ground for the opinion, that the 
machine spinning and weaving of cotton, already commenced in 
China, will expand even more rapidly than they have done in India. 
The Chinese are, in a marked degree, more energetic, persevering, 
and intelligent than the Hindoos, or any other race in Eastern Asia, 
and it is not easy to foresee how much they may accomplish if they 
once consent to adopt European methods and machinery. 

The Lconomiste Francais admonishes France to do nothing to 
hasten the threatened development of China. It is not obvious that 
France can do anything to retard it, except by renewing hostilities 
with China, of which there is little prospect, since its recent at- 
tempt in that line, in which a good many French lives and a good 
deal of French money were expended without compensation, al- 
though heavy losses were inflicted upon the Chinese. Whatever 
France, as a nation, may do, it is certain that individual French 
Capitalists, speculators, and adventurers will not scruple to do any- 
thing in the way of developing China, in which they can see any 
prospect of filling their own private pockets. How capable they are 
of foreign enterprises, is shown by what they are doing, and attempt- 
ing to do, on the American isthmus of Panama. 

The English take the same view of the danger, that China may 
before long be lost as a market for English cotton goods, but they 
find consolation in believing that the first effect of a modernizing of 
the industrial methods of China, must be to enable them to sell 
there great quantities of coal, railroad iron and steel, locomotives, 
and spinning and weaving machinery. And especially do they gloat 
over the supposed fact that nowhere except in England can the 
Chinese obtain the capital required by the railroad system which 
they are believed to be contemplating, and must, therefore, submit 
to the terms which the British bankers may choose to impose. 
They have already gone so far as to declare that nothing will be 
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done in the way of railroad investment in China without the guar- 
antee of the Chinese government, after the fashion, as we suppose, 
in which the English have built nearly all the railroads in India. 
But the advisers of the Chinese Emperor may not be to British 
investors such clay in the hands of the potter, as the Indian gov- 
ernment, consisting wholly of Englishmen, has always been. In the 
Indian case, the English investors in railroads exacted the right of 
constructing them, and of being assured of a minimum dividend of 
five per cent. upon all the money they might please to spend, so 
that, instead of being interested to make their expenditures in the 
most economical manner, their harvest of dividends was increased in 
proportion to the money they could waste. The Chinese have no 
reason to love either England or France, and it will only be a dire 
necessity which will compel them to place themselves in the toils 
of the money lenders of either of those nations, neither of which 
has now any monopoly of the capital of the world, however it may 
have been a generation ago. 

The United States, nearer than either of them to China, and 
having, at least, an equal interest in its future, will be watchful of 
what is going on. Nothing but a tranquil and easily traversed 
ocean separates this country from China, which is to-day the only 
remaining important part of the Asiatic continent, with the excep- 
tion of Japan, which has not already been parceled out among the 
European powers. When the time comes, it will be for the people 
of this country to decide whether it is not for their interest that 
China should remain an independent nation. 






































PERIODIC COMMERCIAL AND FINANCIAL FLUCTU- 
ATIONS CONSIDERED IN THEIR RELATION 
TO THE BUSINESS OF BANKING. 
I, 


It has long been a matter of common knowledge that the course of 
commercial affairs is not steady and constant, but is, on the contrary, 
extremely fluctuating. When trade advances it is not by steps, but 
often by “leaps and bounds,” while it tends quickly to reach some ex- 
treme point, from which, again, there is a distinct and rapid decline. 
We do not see in our commerce a gradual progress of growth and de- 
velopment, but what more resembles the ebbing and flowing of a tide. 
If we look back over a period of years, and take account of the progress 
that has been made, and the method of that progress, we find a strange 
and apparently inevitable alternation of adverse and prosperous times. 
Seasons of success, in which all industries seemed to flourish, have fol- 
lowed each other until, in some particular year, a high-water mark was 
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reached, and then have come in their turn seasons of depression, when 
suffering and failure have been as general as the previous prosperity. 
So that, even to those who have only casually glanced at the subject, 
the idea has become familiar of a cycle in our commercial affairs, which 
produces those varying conditions, stage by stage, in its course. The 
periodicity of those fluctuations has been further, so to speak, empha- 
sized by the occurrence of great crises in which the trade cycles seem to 
culminate, and by the remarkable fact that, in a long succession of 
such crises, they have followed each other after closely-corresponding 
intervals of time. Few who have not given special attention to the sub- 
ject are aware how much real foundation the history of commerce af- 
fords for the popular notion that “we must expect a crisis every ten 
years”; for this statement approaches at least to a just inference from 
the experience of the commercial world. The more noticeable panics 
of our own century have occurred in 1815, 1825-26, 1836-39, 1847, 1857, 
and 1856. A more thorough knowledge of the history of those events 
and their circumstances makes them appear only more remarkable and 
deserving of study. 

There are other commercial fluctuations that move in narrower limits, 
and are more easily understood and explained—the distinct variation, 
namely, or series of variations, observed in the course of a single year. 
It is reasonable to suppose that the influence of the seasons must tell 
upon the various industries. The operations not of agriculture merely, 
but of trade generally, and even of the money market, may be expected 
to differ widely in harvest-time and spring, in winter andsummer. That 
variations do occur, and with a certain amount of regularity, is well 
understood by two classes of peopie—merchants who have to take ac- 
count of them in reference to their own buying and selling, and those 
persons who study the course of the markets for the information of the 
public. Journalists, in comparing the totals of trade operations, do, for 
this very reason, set the figures of any particular week, month, or quar- 
ter against those of the corresponding week, month, or quarter in pre- 
vious years, rather than against those immediately preceding. Obvi- 
ously, it would be misleading to compare the Clearing-house totals of a 
fourth day of the month, or a stock exchange settling day with those of 
an ordinary day, and the first weeks of a quarter, when dividends are 
payable, with weeks when no such great transactions occur. 

t is not needful to dwell on the importance of a knowledge of the 
causes and usual course of commercial fluctuations, for that is already 
generally acknowledged. There is nothing which it is more easy to 
disturb, or the serious disturbance of which is more likely to cause great 
disasters, than the money market. The money market is, to the last 
degree, delicate and sensitive. Our vastly improved “ mechanism of 
exchange,” with its infinite economy of the precious metals—the mate- 
rial means of exchange—gives us commercial transactions continually 
and enormously increasing along with a stationary, or almost stationary, 
reserve of actual money. It is this consideration that makes any col- 
lapse of credit, or even the fear of it, so injurious. A right understand- 
ing of commercial fluctuations would sometimes serve to give warning 
to the community of impending danger, so that means might be taken 
to ward it off, and at other times might show that circumstances which 
appeared threatening were normal, and need not give rise to alarm. 
The interest of the subject has been increasingly recognized in recent 
years by some able and eminent inquirers, who, in what they have done 
to elucidate it, have rendered valuable service to the commercial com- 
munity. In these few pages, my main endeavor must be to sum up the 
definite results of their labors; first of all, collecting and clearly stating 
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the essential facts concerning commercial fluctuations ; next, explaining 
and accounting for them as thoroughly as present knowledge will admit,. 
and then drawing what conclusions may be possible for practical use. 

The year has its natural division into seasons, the influence of which 
upon the course of trade is acknowledged ; but there is, besides, an arti- 
ficial arrangement of it into weeks, months and quarters, the effect of 
which also requires to be considered. Business transactions are, very gen- 
erally, and some great operations of government finance are invariably, 
settled with reference to those divisions of the year. A large proportion 
of all the commercial bills drawn are dated from the first day of the 
month, and fall due, therefore, according to their currency, on the fourth 
day of some succeeding month. This is one of the smaller variations 
that are perfectly well understood. At the beginning of the month, 
also, more often than at any other time, large payments are made. The 
dividends of very many joint-stock companies, and the interest on 
many foreign Government obligations, are made payable then; and 
these, along with a mass of smaller payments, go to swell the amount 
which, at this particular time, must be provided from the floating capi- 
tal of the country. Once every quarter there is a still more conspicu- 
ous variation of a similar kind. Payments of rent, of salaries, and all 
manner of other accounts are then made. These may be individually 
small in amount, but they are very numerous, and the aggregate amount 
of them must be very great. In addition to them all there is the quar- 
terly payment of dividends on the National debt, a momentous trans- 
action, implying the transfer of many millions of money. The quar- 
terly variations due to those causes are not quite equal throughout the 
year, for in January and July the amounts are considerably increased by 
heavier dividends and by ang bonged payments. 

Such, in very brief outline, are the variations that might reasonably 
be calculated upon during each year. Two questions remain to be 
asked concerning them—What is their probable effect upon the 
course of the money market? and whether that effect can actually be 
traced P 

1. By way of answer, let us take first the payment of commercial bills 
in large quantities at the beginning of the month. This operation will 
diminish the amount of such bills in the hands of bankers, and corre- 
spondingly, also, the item of “ private securities” in their accounts. It 
will add to their command of capital by releasing what has been invest- 
ed inthis manner. And these » acai will be found reflected in an in- 
crease of “ private deposits,” which include those of bankers, in the ac- 
counts of the Bank of England. 

2. Let us look next at the payment of the dividends on the National 
debt. The first result must be the diminution of the Government’s. 
ready money, the “ public deposits” at the bank. The dividends are 
paid in two ways—in cash over the bank’s counter, or by transfer to the 
credit in current account of bankers or private customers. The pay- 
ment will, therefore, increase both the circulation of notes and the pri- 
vate deposits, and diminish the bullion and the reserve of notes. 

3. It is, of course, impossible to follow out so definitely the effects of 
augmented monthly or quarterly payments of a more miscellaneous. 
character. What might be looked for with most certainty is, that they 
would increase the amount of the note circulation, and in their degree 
affect the reserve of notes and the stock of bullion. But it must be 
borne in mind that these immense transactions do not produce visible 
results at all corresponding to their own magnitude. The enormously 
developed use of checks, and the elaboration of our system of clearing, 
have substituted transfer in bankers’ books for the exchange of vast 
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sums of money, so that the changes that occur monthly or quarterly in 
the circulation are reduced to a comparatively trifling amount. 

Yet, such ‘variations can be distinctly traced. In this question the 
best authorities, as well as the most accessible, are the published ac- 
counts of the Bank of England. These have been, for the very purpose 
of an inquiry into commercial fluctuations, arranged into tables and di- 
agrams by the late Professor Jevons and others; and the peculiar value 
of them is, that from the actual constitution of our monetary system, 
every fluctuation of any consequen¢e must find itself reflected in the 
bank accounts. The nature and approximate extent of the quarterly va- 
riations in the bank accounts Prof. Jevons has expressed in the follow- 
ing statistical form : 


ER. .... nccnececeenamaanenlan Decrease £4,260,000 

ND GIs 600 00.40 060 ch66e cen dened ouseson ws 1,910,000 

NE SPN DR OT OEE - 620,000 

05 dandenke cine mabwed eeieeaeaes os 1,910,000 

ic ae i ‘ti ite a sich atin inl Increase 1,400,000 

iden secéaedindes eotecdatediene - dune a 1,550,000 
Il. 


We approach a division of our subject confessedly more difficult 
when we attempt to treat of what has been termed the annual tide in 
commercial and financial affairs, perhaps more frequently spoken of as 
the autumnal pressure in the money market. Many years ago it began 
to be noticed that a movement of the kind existed, a fluctuation that 
required a full year to complete its period. The most prominent feat- 
ure of the movement corresponded with the name given to it, viz., an 
“autumn drain” upon the stock of ready capital in the country. Ob- 
servers saw that year by year the demand for gold coin and for discount 
accommodation at the bank, increased in the third and fourth quarters 
of the year, but especially in the fourth, and that almost invariably it 
was in the months of October and November that the reserve of notes 
and coin fell to its minimum. It was also remarked that, at the same 
season of the year generally, commercial difficulties were most felt, and 
the great crises either commenced or culminated. Whether the fre- 
quent occurrence of commercial disasters in the months of October and 
November made the money market more sensitive, and thus induced 
this peculiar drain on its resources, or whether there is something in the 
special operations of autumn that tends to intensify difficulty and to 
precipitate crisis, has been made a question. A general consent has. 
been arrived at among those best entitled to an opinion, in favor of the 
latter solution—a consent that appears to be well justified by all the 
known facts of the case. All the evidence points to autumn, and more 
particularly the month of October, as forming the culminating period of 
the year’s business. 

The character of the fluctuation cannot be better described than 
in words read before the Manchester Statistical Society, in 1857, by Mr. 
William Langton, a Manchester banker, who spoke of this movement 
as follows: 

“Tt has an annual increment and collapse, doubtless connected with 
the action of the seasons upon trade. In the midst of other disturb- 
ances, this wave may be traced inthe magnitude of the operations of 
the third and fourth quarters, and the most invariable lull in the second 
quarter, the third being generally marked by rapid increase in the de- 
mand for accommodation at the bank. The culminating point in the 
movement, originating in the third quarter of the year, appears to be a 
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moment favorable to the bursting of those periodical storms in which 
the commercial difficulties in the country find their crisis.” 

The effects of this annual tide are, in a word, the expansion of the cur- 
rency from July to November, and then its contraction, until, in March, 
it reaches a minimum and remains low, with some slight variations, dur-- 
ing April, May and June. 

Professor Jevons has succeeded in showing that the October drain is 

the most marked in the impression it makes on the movements of coz. 
Taking figures supplied by the “ Miscellaneous Statistics of the Board 
-of Trade,” he finds that the gold required by the branches of the Bank 
of England in October is of greater amount than in any other month 
of the year, and is more than double the amount wanted in any other 
month of the year, ——— November and January. He brings out 
a confirmatory result in the following striking table: 


-AVERAGE EXCESS (1855-62) OF PAYMENTS OR RECEIPTS OF BRITISH 
COIN AT THE BANK OF ENGLAND. 


Excess Excess 
a a 
Payments, Receipts. 
January (dividend).........eseeceee- 163,000 soe 
PN 6 600 0sssneeecndeecsesceses ere 307,000 
Pktisstnadhesw ied’ sdnckeneecan III,COO wen 
Py EE Rc cwccéducedetooenee 808,000 
errr . behawekenwes manne 363,000 ‘nine eiican 
Pe cdctcbesecdwonscecdcvececcedes eee sees 74,000 
ND. « noseednasteceeeus 763,000 
iii ie aaah aiid bee dome hed 529,000 
PN n0b tener esddennssneeesss 704,000 
October (dividend) .......ccsceccese 1,509,000 
| EE RE EE em 258,000 
ited kdkercenesornesenosen 123,000 


These figures illustrate the extra issue of coin caused by the dividend 
payments, but they set in still more stiking light the autumn demand for 
gold, and its extraordinary maximum in the month of October. If we 
take the four months beginning with July, we find the excess payments 
of coin at the bank during that third of the year are half a million more 
than double the amount of excess payments during the other two-thirds. 

Up to a certain point the reasons are obvious for such a movement 
as has been described. When the harvest has been gathered in it is 
ready to be sold, and much of it is sold immediately. This means an 
immense stimulus to all kinds of trade, and one way in which that stimu- 
lus will be felt will be the withdrawal of deposit money to be used in the 
purchase of the produce of the harvest. Besides the demand that can 
thus be directly traced to agriculture, it is well understood that in many 
trades, operations have to be carried on out of doors, and, therefore, are 
most active in the summer; wages in these trades absorb a large quan- 
tity of coin, and much of that coin, for a reason which Prof. Jevons ex- 
plains, will only return very slowly into the keeping of bankers—for 
this reason, namely, that the summer wages of many such workmen 
form a part of their winter support. Besides these causes of disturb- 
ance, there is a special demand arising twice a year for Scotland and Ire- 
land, especially the former. In Scotland the two seasons for half-yearly 
payments are May and November, and the supply of gold for the latter 
month has to be provided at the very time when extra pressure is felt 
throughout the country. 
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It is argued, however, that all these reasons are insufficient to show 
why the demand should not come gradually, why it should fall upon 
the money market with such suddenness in the month of October. 
The table given above proves that the drain is more gradual than it 
appears, for the amount of coin required from July to September is 
a very great advance above that required for the earlier part of the 
year. Nor does it all follow that a demand which at last comes - 
suddenly upon the central reserve of coin is one that has actually 
arisen at a moment all over the country. The peculiar constitution 
of our banking system must be borne in mind. Wisely or unwisely, 
for good or evil, it is a one-reserve system. The smaller dealers in 
money are grouped around the one greatest dealer in money. The 
country banker has his spare cash in London, with his banker there, 
and the London bankers theirs with the central institution, the Bank 
of England. This applies not only to English provincial bankers, 
but to the Scotch and Irish banks also. A general demand for money 
springing up throughout the country works in this way. The deposits 
with the country bankers and branch bank offices are everywhere 
drawn upon, and gradually the stock of ready cash diminished to a 
low point. These bankers must then, in order to replenish their 
stocks, have recourse to their London bankers, and they in turn to 
the one great reserve of money in the keeping of the Bank of 
England. It is thus that a demand, which really has grown gradually, 
may come to appear like a sudden demand. And, as accounting for 
the pressure falling particularly upon October, it has been suggested 
that the falling due of the dividends affords the bankers a favorable 
opportunity of replenishing their stock of coin. There is another 
important consideration. An internal drain in autumn is more likely 
than at other seasons of the year to be combined with a demand 
from abroad. A foreign demand will arise in autumn if the home 
harvest is bad, for this will necessitate larger imports, to the extent 
probably of some millions, to be paid for either wholly or in part by 
an export of bullion. 

The tables that are to be found in Professor Jevons’ valuable volume 
inform us fully as to the annual fluctuation, so far as that can be judged 
from any analysis of the accounts of the Bank of England. From an 
elaborate statement (table iv.) on the “ divergence of the Bank accounts 
from their average condition, after elimination of the quarterly varia- 
tion ” (1845-61), we gather the following results : 

(a) The reserve of notes and coin is at its minimum (£650,000 under 
its average condition) in the fourth week of October, and in the four 
weeks from the third week ot October inclusive, is very much lower 
than at any other period of the year. From this point it rises steadily 
until in the third and fourth weeks of February it reaches its maximum 
(£580,000 over average); in May it is again low, but rises from the 
middle of June to a higher point in July and the beginning of August. 
From the middle of August there is a rapid and continuous fall. 
Throughout the whole of the last quarter of the year the average is very 
decidedly lower than in any other quarter. The second quarter sees a 
considerable fall, which is deepest at the end of the second and begin- 
ning of the third. 

(4) The changes in the amount of the circulation are not quite so 
marked, but they also point to the annual fluctuation. The maximum 
occurs in the first week of October, and is £300,000 above the average 
condition. 

(c) There is a similar ebb and flow in “ Private Securities.” Through- - 
out the whole of the fourth quarter they very greatly exceed their aver- 
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age, reaching a very high point in the third week of October and their 
maximum in November— £960,000 over average. 

The tables of the same accounts for 1862-71, and for 1872-81, exhibit 
the same drain upon the reserve in the last three months of the year, 
and what Professor Jevons has termed the “ double oscillation ” in that 
and some other accounts; but there are some discrepancies between 
‘these figures and those for the earlier period that require attention and 
explanation. In the ten years, 1862-71, the minimum average of the 
reserve does not occur either in October or November, but in May, the 
weeks ending 17th, 24th, and 31st of that month, all having a lower 
average in this important account than any other week in the year. For 
these particular years an explanation of this discrepancy readily presents 
itself, and may be taken as the true and sufficient explanation, viz., that 
these averages are affected considerably by the circumstances of the 
crisis of 1866. That great disturbance of credit undoubtedly com- 
menced in the autumn of 1865, but it only reached its height in May, 
1866. All the extremest effects of an autumn pressure, and of a great 
panic combined, fell upon the spring of 1866, with such severity, as un- 
doubtedly to act upon the averages of the period in which it is included. 
The very same explanation applies to the fact of the maximum average 
of the “ Private Securities,” occurring also for those years in the month 
of May, when, according to the average of a much longer period, they 
should be low and approaching their minimum. Some special explana- 
tion, also, will probably account for the very high average of “ Private 
Securities’ from March to May in 1872-81. 

These discrepancies notwithstanding, the annual tide in the business 
of the country is as marked in the accounts for 1872-81 as in those for 
1845-61, and especially as regards the demand for actual money, which 
is to the banker the most important and most dangerous feature of 
commercial fluctuations. 

Danger, however, should hardly arise in the case of those regular vari- 
ations that can be expected with the return of the seasons. Much can 
be done in the way of precaution, when a difficulty is thus foreseen. If 
it is ascertained that the stock of actual cash usually runs very low in 
the autumn, steps may be taken beforehand to maintain and replenish 
that stock; and, on the other hand, it should be recognized that an 
extra demand for gold is at that season natural and ordinary, and thus 
needless alarm be avoided. 


[TO BE CONTINUED.] 
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AGENCY AND BANK DEPOSIT. 
Baker v. New York National Exchange Bank. 


A principal who has intrusted goods to a commission merchant for sale may fol- 
low and reclaim the goods and their proceeds so long as their identity is not lost, 
and subject to the rights of dona fide purchasers for value ; and although the iden- 
tity of the specific proceeds has been lost, yet where the amount has been made up. 
and deposited as a trust fund, the amount so deposited will be deemed impressed 
with the trust in favor of the principal and become substituted for the original 
proceeds. 

A deposit made with a bank as ‘‘ agent”’ constitutes a trust fund in favor of the 
party for whose benefit the deposit was made, and the bank has no right to charge 
against it the individual debt of the depositor. 
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Charles A. Wilson & Brother, as agents, opened an account with the 
defendant on the 28th of October, 1878. They were agents for the 
plaintiffs and other persons for the sale of consigned goods, having no 
interest except Commissions. 

On the 23d of January, 1879. the defendant credited itself with $1,000 
of this money deposited in the firm name as “agents,” on an old indebt- 
edness of C. A. Wilson & Bro., personally. 

On the 4th of February, 1879, Charles A. Wilson & Bro., agents, gave 
plaintiffs a check for their balance, $607.45, which defendant refused 
to pay. 

Aside from the notice implied by the fact that C. A. W. & Bro. de- 
posited these moneys as agents, the testimony shows that they had no 
ownership in the bank account. 

Andrews, J., The relation between a commission agent for the sale of 
goods and his principal is fiduciary. The title to the goods, until sold, 
remains in the principal, and when sold, the proceeds, whether in the 
form of money or notes, or other securities, belong to him, subject to 
the lien of the commission agent for advances and other charges. The 
agent holds both the goods and proceeds upon an implied trust to dis- 
pose of the goods according to the directions of the principal, and to 
account for and pay over to him proceeds from sales. The relation be- 
tween the parties in respect to the proceeds of sales is not that of 
debtor and creditor simply. The money and securities are specifically 
the property of the principal, and he may follow and reclaim them, so 
long as the identity is not lost, subject to the rights of a dona fide pur- 
chaser for value. Incase of the bankruptcy of the agent, neither the 
goods nor their proceeds would pass to his assignees in bankruptcy for 
general administration, but would be subject to the paramount claim of 
the principal. Those principles seem to be well established. Czester- 
terfield Mfg. Co. v. Dehon, 5 Pick.7; Merrill v. Bk. of Norfolk, 19 id. 
32; Thompson v. Perkins, 3 Mason 232; Kuatchbull v. Hallett, L. R. 13 
Ch. Div. 696 ; Duguzd v. Edwards, 50 Barb. 290; Story Agency, § 229. 
The relation between the principal and consignees for sale is, however, 
subject to modification by express agreement implied from the course 
of business or dealing between them. The parties may so deal that the 
consignee becomes a mere debtor to the consignor for the proceeds of 
sales, having the right to appropriate the specific proceeds to his own 
use. In the present case there is no reason to contend that the bank ac- 
count, against which the check was drawn, did not represent trust 
moneys belonging to the principals, for whom Wilson & Bro. were 
agents. The deposits to the credit of this account were made in the 
name of the person, with the word “agents” added. They were the 
proceeds of commission sales. Wilson & Bro. became insolvent in Oc- 
tober, 1878, and they opened the account in this form for the purpose 
of protecting their principals, which purpose was known to the bank at 
the time. The check in question was drawn on this account in settle- 
ment-for a balance due to plaintiffs upon cash sales made by the drawers 
as their agents. It is clear upon the facts that the fund represented by 
the deposit account was a trust fund, and that the bank had no right to 
charge against it the individual debt of Wilson & Bro. The bank, hav- 
ing notice of the character of the fund, could not appropriate it to the 
debt of Wilson & Bro., even with their consent, to the prejudice of the 
cestut gue trusts. The supposed difficulty in maintaining the action, 
arising out of the fact that money deposited was not the specific pro- 
ceeds of the plaintiffs’ goods, is answered by the case of Van Alen v. 
American Nat. Bank, 52 N. Y.1. Conceding that Wilson & Bro. used 

the specific proceeds for their own purposes, and their identity was 
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lost; yet, when they made up the amounts so used, and deposited them 
in the trust accounts, the amounts so deposited were impressed with 
the trust in favor of the principals, and became substituted for the origi- 
nal proceeds and subject to the same equities. The objection that 
the deposit account represented not only the proceeds of plaintiffs’ 
goods, but also the proceeds of goods of other persons, and that 
the other parties interested are not before the court, and must 
be brought in, in order to have a complete determination of the 
controversy, is not well taken. The objection for defect of parties 
was not taken in the answer, and moreover it does not appear that there 
are any unsettled accounts of Wilson & Bro. with any other persons for 
whom they were agents. The check operated as a setting apart of 
so much in the deposit account to satisfy the plaintiffs’ claim. It does 
not appear that the plaintiffs are not equitably entitled to this amount 
out of the fund, or that there is any conflict cf interest between them 
and any other person or persons for whom Wilson & Bro. acted as con- 
signees. The presumption, in the absence of any contrary indication, is 
that the fund was adequate to protect all interests, and that Wilson & 
Bro. appropriated to the plaintiffs only their just share. We are of 
opinion that the judgment was properly directed, and it should, there- 
fore, be afirmed.— 7 he Eastern Reporter. 





ALTERATION OF CHECK—LIABILITY OF BANK 
TO DRAWER. 


NEW YORK COURT OF APPEALS. 
Crawford v. West Side Bank. 


Plaintiff, April 20, intending to leave town, drew his check on the defendant 
bank, dated April 22, for $700 payable to his clerk, for the purpose of enabling 
him to obtain funds to pay plaintiff's workmen. The clerk having altered the date 
to the 21st, drew the money on that day and absconded. In an action by plaintiff 
to recover his balance at the bank, /e/d, that the bank was not entitled to charge to 
plaintiff's account the amount of said check. 


Ruger, C.J. The relation existing between a bank and its depositor 
is, in a strict sense, that of debtor and creditor; but in discharging its obli- 
gation as a debtor the bank must doso subject to the rules obtaining be- 
tween principal and agent. In disbursing the customer’s funds it can pay 
them only in the usual course of business, and in conformity to his direc- 
tions. In debiting his account, it is not entitled to charge any pay- 
ments except those made at the time when, to the person whom, and 
for the amount authorized by him. Wheeler v. Guild, 20 Pick. 545; 
Dan. Neg. Inst., § 1,818. It receives the depositor’s funds upon the con- 
dition of disbursing them according to his order, and upon an account- 
ing is liable for all such sums deposited as it has paid without receiving 
valid direction to make. The bank is from necessity responsible for any 
omission to discover the original terms and conditions of a check once 
properly drawn upon it, because at the time of payment it is the only 

arty interested in protecting its integrity who has the opportunity of 
inspection, and it therefore owes the duty to its depositors of guarding 
the fund intrusted to it from spoliation. 
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This liability arises, although an alteration of a material part of his 
order has been effected, even though it be done so skillfully as to defy 
detection by examination. Dan. Neg. Inst., 1,660, This follows trom the 
fact that after it is put in circulation it passes beyond the reach of its 
maker, and he has no opportunity, until after it has fulfilled its office, of 
inspecting it and protecting himself from the loss occasioned by a fraud- 
ulent alteration. This opportunity the banker has, and he is responsible 
for any want of vigilance in detecting the alteration of an order after it 
has once been correctly drawn with its blank places properly filled up,,. 
and is put in circulation by the maker. 

The responsibility of the banker, however, for the exercise of such 
vigilance is confined to the maker alone. So far as other parties, through 
whose hands an altered check passes, are concerned, they have the same 
opportunity for detecting fraudulent alterations in the body of the 
check that the banker has, and as to them, after payment, he is respon- 
sible only for the genuineness of the maker’s signature. Bank of Com- 
merce Vv. Union Bank, 3 N. Y. 230. The principle stated in White v. 
Continental Bank, 64 id. 316; S.C. 21 Am. Rep. 612; Marine National 
Bank v. National City Bank, 59 N. Y.67; S.C.,17 Am. Rep. 305, and 
kindred cases, that the drawees of a check or bill are held to a knowl- 
edge of the signature only of their correspondents, the drawers, and not 
for a want of knowledge of the genuineness of the body of the instru- 
ment, applies only as between them and such other parties as have equal 
opportunity of inspection, and equal means for determining the exist-. 
ence of an alteration. Such parties take the paper relying solely upon 
the reputed responsibility of their transferors, and the other parties to 
it, and its apparent genuineness, and they therefore deal in it at their peril. 
They have no duty to perform in respect to it except that of guarding 
their own interests, and in buying and transferring it to others, they 
take the risk of loss occurring from fraudu:ent alterations. 

The questions arising on such paper betw een drawee and drawer, how-. 
ever, always relate to what the one has authorized the other to do, 
They are not questions of negligence or of liability of parties upon com- 
mercial paper, but are those of authority solely. In this view it has 
been held when the check of a depositor was fraudulently altered from 
£3 to £200 after issue, and was paid by the bank at the latter amount, 
that the bank was entitled to charge only £3 to the depositor. Ha//v. 
Fuller, 5 B. & C. 750. Bailey, J., said: “If the banker unfortunately 
pays money belonging to the customer upon an order not genuine he 
must suffer, and to justifythe payment he must show that the order was 
genuine not in the signature only, but in every respect.” 

The question of negligence cannot arise unless the depositor has, in 
drawing his check, left blanks unfilled, or by some affirmative act of 
negligence has facilitated the commission of a fraud by those into whose 
hands the check may come. Young v. Grote, 4 Bing. 253; Dan. Neg. 
Inst., § 1,659. 

The theory that a party who makes and issues commercial paper, 
properly and carefully drawn, to express the liability which he intends 
to assume, is chargeable with negligence on account of the criminal act. 
of another in altering it after its issue, would render him an insurer 
against such acts, and is repugnant to justice and reason. 

In the present case the plaintiff, on the 20th of April, intending to be 
absent from his place of business for a few days, drew his check on the 
defendant, dated April 22, for $700, payable to his clerk, one Morgan,, 
for the purpose of enabling him to obtain funds to pay wages becoming 
due to the drawer’s employees on the 22d. The check was left in the. 
drawer’s check book in his safe, with directions to Morgan, who had a. 
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key to the safe, to take the check on the 22d, draw the money and 
deliver it to his foreman to pay out to the employees in case the drawer 
did not return before noon upon that day. The plaintiff did not return 
until after the time appointed, but on the 21st Morgan took the check, 
and having altered the date to the 21st, drew the money from the bank 
and absconded with the funds on the same day. 

The check as drawn conferred no authority on the bank to pay the 
amount for which it was drawn out of the plaintiff's funds before its 
date. Godin v. Bank of Commonwealth, 6 Duer, 76; Mohawk Bank v. 
Broderick, 10 Wend. 304, S.C., 13 id. 133. Such payment did not there- 
fore justify the bank in charging the check to the plaintiff. The bank 
undoubtedly had the same right as any other person to purchase a post- 
dated check and enforce it against the drawer in case of his liability 
thereon. This right to enforce payment, however, depended upon the 
question as to whether the purchaser became a dona fide holder of the 
paper, and also whether it was then a valid obligation of the maker. A 
material alteration of its terms after execution and before payment 
would destoy its validity. A change in its date whereby the time of its 
payment was accelerated was undoubtedly such an alteration. Thus it 
was held in the case of Vance v. Lowther, 1 Ex. Div. 176; S.C., 16 Moak 
Eng. Rep. 583, where the date of a check had been altered from March 
2 to March 26, and as thus altered was attempted to be enforced against 
the drawer by one who had paid value to an unlawful holder for it, that 
such alteration vitiated the check and no recovery could be had 
thereon. 

Whenever the legal rights and liabilities of a maker of commercial paper 
are changed in a material respect by a fraudulent alteration of the obli- 
gation, such alteration vitiates the instrument, and the question whether 
it is material or not is one of law forthe court. 2 Pars. Notes and Bills, 
582; 2 Pars. Cont. 721; Dan. Neg. Inst., §§ 1,373, 1,658; Booth v. Powers, 
50 N. Y. 29. 

The absence of a date upon a negotiable instrument at its inception, 
or the fact that it is post or ante-dated may not be material upon the 
question of its validity; but when a date has been once inserted, and its 
time of payment has been thus fixed, such date is material, and cannot 
be altered without the consent of the maker. Dan. Neg. Inst., §§ 1,376- 
77, 1,577-78 ; 2 Pars. Notes, 552; Stephens v. Graham,7 Serg. & R. 505. 

In the present case, the check was never a valid instrument for any 
purpose, because it had become vitiated by a fraudulent alteration before 
it had any inception. It never came into the hands of any person en- 
titled to enforce it for any amount, or for any purpose, as against its 
maker. The whole object of the check had failed before the legally-ap- 
pointed time for its payment, by reason of the unauthorized act of the 
bank in paying it and thereby enabling the fraudulent holder to abscond 
with its proceeds. The check was not, therefore,a legal obligation en- 
forceable against the drawer by its owner and holder. It is claimed by the 
appellant, even if it be held that the defendant had no authority to pay this 
check on the 2!Ist, that having become its owner, and having kept it 
until after its true date, it was then entitled to charge it to the plaintiff, 
because it then corresponded not only as to amount, but as to the time of 
payment, with the obligation which the plaintiff intended to and did, 
in fact, assume. There is some authority for the proposition that a 
banker, after payment, has the right to hold an altered check for its cor- 
rect amount, as against the maker. Hall v. Fuller, supra ; Susquehanna 
Bank v. Loomis, 85 N. Y. 207; S. C., 39 Am. Rep. 652; Reddington v. 
Woods, 45 Cal. 406. In these cases, however, the checks had received a 
legal inception upon their delivery to holders for value, and as thus de- 
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livered, authorized their drawees to pay them and debit the makers 
with the sum originally specified therein. Such instruments not only 
conferred authority to pay their true amount upon their drawees, but 
created a legal liability in case of nonpayment, against their drawers for 
the repayment of that amount, and the right to enforce such power, or 
liability would no doubt pass as an incident to the transfer of the check 
to any holder in good faith. Pars. Bills and Notes, 582. But we cannot 
see how the principle stated in these cases can benefit the defendant, for 
the possibility that the check could ever become a legal liability, in the 
hands of any person, was destroyed by its fraudulent alteration before 
inception. In the hands of Morgan, the check created no liability in 
his favor against its drawer. There never existed, therefore, either a 
valid written obligation against the plaintiff, or an original legal liability 
to any one enforceable after the destruction of the written instrument 
by its fraudulent alteration. 

The transfer of the check by Morgan, under the circumstances, could 
not therefore carry to another a right founded either upon the vitiated 
check, or upon an original liability which never, in fact, existed. 

When a negotiable instrument constitutes in itself the only obligation 
existing against its maker, all remedies thereon are lost by its fraudu- 
lent alteration, and the law refuses to create a new contract to supply 
the place of the one destroyed. Booth v. Powers, 56 N. Y. 31; Pars. 
Bills, 572; Meyer Huneke, 55 N. Y. 412. 

It follows that there is no principle upon which the defendant has the 
right to charge the check in question for any amount to the plaintiff. 

The judgment should therefore be affirmed. 





REPORT OF THE COMPTROLLER OF THE 
CURRENCY. 


From the annual report of Hon. H. W. Cannon, Comptroller of the 
Currency, we extract the following. In the next number his recom- 
mendations will be discussed : 


It shows that during the year ended November 1, 1885, 145 banks 
were organized, with a capital of $16,938,000, and circulating notes were 
issued to these new associations amounting to $4,274,910. 

Since the establishment of the National banking system on Februa 
25, 1863, there have been organized 3,406 National banks. Of these, 
432 have gone into voluntary liquidation, for the purpose of winding up 
their affairs; 79 have gone into voluntary liquidation for the purpose 
of reorganization ; 64 are in liquidation by expiration of their charter, of 
which number 38 have been reorganized ; and 104 have been placed in 
the hands of receivers for the purpose of closing up their affairs, leav- 
ing the total number in existence 2,727 on November 1, 1885, which is 
the largest number that has been in operation at any one time. 

Under the provisions of the Act of July 12, 1882, National banks with 
a capital of from $50,000 to $150,000 may be organized upon a mini- 
mum deposit of United States bonds equal to 25 per cent. of their 
capital. The Comptroller states that this reduction to the minimum 
deposit of bonds has had the effect to increase the number of small 
banks organized. While the number of banks organized from July 1, 
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1879, to July 1, 1882, with a capital of $150,000 and under was 232, the 
number of banks of this class organized from July 1, 1882, to July 1, 
1885, was 548. Hecalls particular attention to the fact that banks are 
no longer organized especially for the purpose of issuing circulation, 
for the reason that, in a great majority of cases, only the minimum 
amount of bonds required by law is deposited for the purpose of issu- 
ing circulation, and states, in this connection, “It is believed that the 
National banking system will be continued, even if the associations or- 
ganized under it cannot issue circulation at a profit, inasmuch as the 
experience under it has shown it is for the best interests of the public, 
as well as of the banks, that this business should be carried on under a 
general law, having effect throughout all the different States. This 
statement is made without prejudice to banks organized under the stat- 
utes of those States which contain provisions and restrictions similar 
to those of the Nationa] banking law. In many of the States, however, 
the banking laws are defective, and it is evident that the legislation upon 
the subject cannot be homogeneous, nor the working of the law so har- 
monious and useful under statutes passed by thirty-eight States as un- 
der one general law of Congress applicable to all banking institutions.” 

Under the provisions of the original National Currency Act of Feb- 
ruary 25, 1863, banks organized had a period of succession not exceed- 
ing twenty years from the date of the Act. The National Bank Act of 
_ 3, 1864, superseding that of February 25, 1863, provides that each 

ational bank shall have succession for twenty years from the date of 
its organization. The Act of July 12, 1882, permitted the extension of 
the corporate existence of National banks for twenty years, and under 
its provisions 1,199 associations have extended their corporate exist- 
ence, of which number 801 extended during the year ending November 
1, 1885. The Comptroller gives details in regard to the action of the 
banks expiring since July 12, 1882, and refers particularly to the opera- 
tion of the law of extention, which appears to have been generally sat- 
isfactory, but calls attention to certain amendments which the experi- 
ence of the past three years has shown to be necessary. Information 
is also given as to the number of banks which will expire in each year 
prior to January I, 1900, and also for each month during the year 1886. 
A larger number of banks expired by limitation during the year 1885 
than have or will expire during any year prior to Igoo. 

Among the banks which have been extended during the past year 
were thirty in the City of New York, with an aggregate capital of $35,- 
350,000, as well as a large number in Boston, Philadelphia, and other 
principal cities, being some of the largest banks in the United States. 
Attention is called to the fact that many of these banks were origin- 
ally organized under the various State laws, and that the continuation 
of their existence under the National banking system indicates the be- 
lief of their shareholders that it is for their best interests to do business 
under the general banking laws of the United States. 

The Comptroller calls attention to the additional labor which has 
been entailed upon his office by the extension of the corporate existence 
of National banks during the past year, and also to certain facts in con- 
nection with the deposits of lawful money by extended banks to retire 
their old circulation under the provisions of section 6 of said Act, and 
the course taken to prevent, as far as possible, any difficulty on this 
account. 

Notwithstanding the organization of new banks, the aggregate 
amount of bonds on deposit to secure circulation has, during the year 
past diminished from $325,316,300 to $308,364,550, and the net decrease 
in circulation during the year has been $15,545,461. The reduction in 
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circulation has been less than was estimated by the Comptroller in his 
last annual report, as no United States bonds have been called for pay- 
ment during the year ending November 1, 1885. The reduction from 
other causes, notably the small profit on circulation, has been greater 
than was anticipated, and the Comptroller believes the contraction of 
National bank circulation will continue unless some legislation is had 
which will increase the profit which National banks derive from the issue 
of circulating notes, and proposes that the tax on circulation be re- 
moved, and the amount of circulation which National banks are per- 
mitted to issue be increased to the par value of the bonds deposited by 
them. 

He refers to the fact that, although there has been a contraction in 
National bank notes, the circulating medium of the country has been 
increased by silver dollars and silver certificates, and in this connection 
he calls attention to the statement in his last annual report that the con- 
tinued coinage of the standard silver dollar under the present provi- 
sions of law is in excess of the requirements of the country, and is 
liable to bring the business of the country toa silver basis, and cause 
some degree of financial disturbance. 

As under the present law the bonded debt of the United States is the 
only security for National Bank notes, information in regard to the 
amount of the public debt is given, the amount of the same held by the 
National banks during the past twenty years, as well as such informa- 
tion as could be collected regarding the amount of bonds held by the 
State banks, Savings banks, trust companies and the public. 

Information is given relative to the operation of the Act of June 20, 
1874, Section 3 of which requires the banks to keep on deposit in the 
Treasury of the United States 5 per cent. of their circulation as a re- 
demption fund. The amount of notes issued, destroyed, and outstand- 
ing is given in detail. 

The report contains a chapter on National bank failures, from which 
it appears that four banks, with an aggregate capital of $600,000, failed 
during the year past. Dividends have been paid during the year to the 
creditors of insolvent banks to the amount of $2,151,868. Other infor- 
mation relative to insolvent and liquidating banks is fully set forth. 

In connection with the remarks in regard to the rapid retirement of 
National bank notes, the Comptroller presents information in relation 
to what percentage of capital of such banks as have failed it would have 
been safe to issue circulating notes without other security than a first 
lien upon their assets, and also presents carefully prepared information 
in regard to the bank issues of other countries. 

Full statistics in regard to the taxation of National banks are given, 
showing that during the fiscal year ending June 30, 1885, there was paid 
to the Government of the United States $2,794,584 taxes on circulating 
notes of National banks. There is also a chapter on State taxation of 
National bank shares, in which the various decisions of the United 
States Supreme Court are referred to, and interesting information is 
given in regard to the action of National banks, in order to prevent un- 
just discrimination against capital invested in National banking associa- 
tions. 

Information is given as to loans and rates of interest throughout the 
country, particularly in the principal cities, and the attention of Con- 
gress is called to the difficulty of enforcing the provisions of section 
5,200, Revised Statutes, which restricts loans of National banks to any 
one individual, firm, or corporation to one-tenth of their capital stock. 

Tables are presented in the report in order that comparisons may be 
made between the annual dividends paid by the National banks in the 








Sapo I A Ry he oy 
aes LD SAS + 


peer aenats 


Sea 


+r 


= 


$ 
§ 
if 
i 
+ 
bt 
? 
I 
ft 
Fe 
i 
* 
; 


ete Dt 


Ty See 
ee nme, 


RS Sg FE Fae a eee 
chr-aieadelline-aighene > ne wd 


aa 


oy Airs 


LE TL IG PES TR SIE 
rages & se torte = oes he ntti <a 


res 


EIR RT oe 0 sae ey 


~~ rer 


Daag 


PROT RE err 
. DG Tae huh i mi 


eee 


452 THE BANKER’S MAGAZINE, [ December, 


United States and those paid by foreign banks to their stockholders, 
which indicate that the average dividends and earnings of National 
banks in the United States are, as a rule, less than those of banks in 
other countries. 

Statistics are given, showing the losses of National banks from Sep- 
tember 1, 1880, to September 1, 1885, and the Comptroller is of the opin- 
ion that the National banks have not been seriously affected by the 
large number of mercantile failures which have occurred during the past 
two years. 

Information is given in regard to the various Clearing-houses through- 
out the country, and particularly of the New York Clearing-house, to- 
gether with interesting information concerning Clearing-house certifi- 
cates of various kinds. 

The usual tables in regard to the distribution of coin and paper cur- 
rency throughout the country among the people and the banks are 
brought down to date, showing an increase for the year in gold, silver 
and paper currency. 7 

In response to the requirements of Section 333, Revised Statutes, 
the Comptroller presents statements of the condition of State banks 
and Savings banks organized under State laws, derived from official 
reports obtained through the courtesy of various State officers. 

The report contains comparative statements of the resources and 
liabilities of the National banks during the past ten years, and a de- 
tailed statement of their condition on the first day of October, 1885. 
The different items indicate that the business of the National banks 
was largely increased during the past year, although the items of United 
States bonds and circulating notes have decreased. Liabilities to de- 
positors and correspondents have increased more than $180,000,000. 
During the year the banks have increased their specie resources more 
than $46,000,000. This increase is made up of $ 44,471,714 of gold coin, 
and $1,791,384 of silver coin. The legal-tender notes held by the banks 
have, however, diminished about $2,500,000. 





COIN CIRCULATION OF THE UNITED STATES. 


In estimating the amount of gold coin in circulation in the United 
States, I have been obliged, from lack of opportunity since entering on 
my duties as Director [of the Mint], to accept, with a slight change, 
the figures published in the annual report of the Director for 1884, as 
the circulation on Ist July of that year. The results there published 
were obtained by taking the estimate of Dr. Henry R. Linderman, 
former Director of the Mint, of the amount in the country on July Ist, 
1873, and adding the net coinage together with the net import of United 
States gold coin each year, and deducting the net export of United 
States gold coin, together with the amount used in the arts since the 
fiscal year 1880. 

The estimate of Dr. Henry R. Linderman was made at a time most fa- 
vorable for ascertaining the amount of gold and silver coin in the coun- 
try. On Ist July, 1873, gold was at a premium of 15% per cent. 
Nearly all of the coin in the country, with the exception of the Pacific 
Coast, was either in the Treasury or in the banks, and not in active 
circulation. 
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Of Dr. Linderman’s estimate of the gold coin in the country at that 
date, namely, $135,000,000, over $98,000,000 was shown by the official 
reports of the Treasurer of the United States and the Comptroller of 
the Currency to have been in the Treasury and National banks. Twenty 
million dollars was the amount in circulation in the States and Terri- 
tories of the Pacific coast, as ceduced from a very careful estimate at 
the time by Mr. Louis A. Garnett, whose estimate was from twenty to 
twenty-five millions, with an allowance of only some $10,000,000 in 
banks other than National, and in the hands of the people of the en- 
tire country, except the Pacific Coast States. 

The estimate of Dr. Linderman may therefore be considered near a 
correct one, and if varying materially from the truth, to have been 
below rather than above the actual amount of coin in the country. 

It appears that from July Ist, 1873, up to June 30, 1880, no deduction 
was made for the amount consumed in the arts and manufactures, for 
the reason, as stated by the Director in his report of 1881, that it was 
believed that the amount thus consumed would be offset by United 
States coin brought by immigrants on their persons, over and above 
the sum taken out in like manner by travelers. 

It seems to me, however, open to doubt whether any considerable 
amount of United States gold coin is, as a rule, brought hither by im- 
migrants. Mr. H. J. —— Secretary of the Commission of Immigra- 
tion of the State of New York, stated, that in 1878, 79,801 immigrants 
brought and exchanged at Castle Garden, $520,000 in foreign coin.* It 
is sae indeed, that most of the gold coin brought to these shores 
by immigrants on their persons is foreign coin, which is exchanged for 
United States money on arrival. Hence the conclusion that the amount 
of United States gold coin used in the arts cannot be offset by the 
amount brought by immigrants on their persons. 

Without attempting a revision of the estimate of circulation given by 
the Director for July Ist, 1884, I have thought it proper to deduct from 
the amount of gold coin stated by him to have been in the country on 
that date ( $ 551,632,442 ) the sum of $ 30,000,000 as a moderate estimate 
of the amount of gold coin so consumed in the seven years between 
1873 and 1881. The reports to the Director of the Mint of persons and 
firms engaged in the manufacture and repair of articles of ornamentation 
and use show an actual consumption of gold coin for the year 1883 of 
over $4,875,000. As the consumption is likely to have increased from 
year to year during this period, the gross estimate as above can hardly 
be tar from the actual consumption. | 

No deduction for consumption in the arts is made from the silver 
coin in circulation during this period. Manufacturers use bars of silver 
rather than coin of an enhanced value. But little United States silver 
coin, therefore, is withdrawn more or less permanently from circulation. 
Deducting $30,000,000, therefore, from the estimate of the Director 
leaves as a revised estimate of the amount of gold coin in circulation on 
July 1st, 1884, about $ 520,000,000. 

With the brief time which I have been able to give to the considera- 
tion of this important question it seems that the more correct method 
of arriving at the coin in the country would be to take as a basis an 
ascertained amount or a conventional estimate at a given date, and to 
add each year the increase by coinage (less re-coinage) together with 


* The number of immigrants arriving in the United States during the year re ig 0, 1884, 
was 518,592. Estimating that each brought on his person the amount stated by Mr. Sechaon for 
the year 1878—$6.50—would make the amount equal to $3,370,848. This, however, is not an 
ciement which enters into the estimate of the coin circulation of the United States, because, as 
already stated, almost all foreign coin finds its way to the mints and public assay offices for re-melt- 
ing, or is again exported. 
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the actual gain by import of our coin, and to deduct the actual loss by 
export of our own coin plus the estimated amount used in the arts and 
manufactures. 

Instead of taking the aggregate returns of the mints and assay offices, 
the production of the mines of the country, as estimated from time to 
time by different official and other authorities, has sometimes been 
taken as the leading element in the account of stock of gold coin. The 
other elements are the net imports or exports of bullion and coin by 
difference, as the case may be, and the total estimated consumption of 
bullion and coin in the arts. 

In support of the former method it may be considered, first, that the 
coinage of the country is an element of certainty. Second, that the 
statistics of the importation and exportation of bullion and coin are 
well classified at the custom houses. The imports of bullion are derived 
from the entries made by importers in pursuance of Section 9,745, Re- 
vised Statutes, and Article 335 of the Customs Regulations tor 1884. 
The exports are derived from manifests filed with the Collector of Cus- 
toms by shippers, as provided by Section 337, Reviséd Statutes, and 
Article 1,242 of the Customs Regulations of 1884. Thus there seems no 
reason to doubt the accuracy of the customs figures, as far as they go. 

The most careful estimate that from time to time can be made in this 
country toward an approximation of its gold production from deposits 
of gold ores in the form of metalliferous lodes ; from placers and alluvi- 
ons as native metal and alloys; and from its association in miscellaneous 
ores and base bullion, must be more or less hypothetical and to a large 
degree purely conjectural, Hence obvious objections to the employ- 
ment of estimates of this nature as elements for aggregates, to which is 
to be added or from which is to be deducted, as the case may be, the net 
import or export of coin and bullion, especially as the returns of imports 
of foreign bullion seldom correspond from year to year with the deposits 
at the mints and assay offices. 

Thus, for instance, the total imports of gold bullion to the United 
States as reported by the Custom-houses during the year 1884 were 
$8,849,237, all of which, with the exception of about $1,000,000, was im- 
ported at the port of New York. 

The deposits of foreign gold bullion at the mints and assay offices 
amounted to $11,221,846. ere is a difference of nearly $2,500,000 be- 
tween the reported imports of bullion and the amount deposited at the 
mints and classified as foreign. The Assay Office at New York alone 
reports as deposited there during the year foreign gold bullion amount- 
ing to $10,843,743, an excess of $2,000,000 over the reported imports. 
Whence it seems to follow either that there is brought into the country 
bullion which is not entered at the Custom-houses, as there is much 
reason to suppose, or, on the other hand, that the classification at the 
mints between foreign and domestic bullion, so largely entering into the 
direct estimates of production, is erroneous. Either alternative as a 
fact would render erroneous a statement, as sometimes proposed, based 
on the Bureau’s direct estimate of production, in connection with the 
imports of bullion as reported by the Bureau of Statistics from returns 
of the Custom-houses. 

I have therefore assumed my predecessor’s estimate of the coin cir- 
culation of July Ist, 1884, less $30,000,000, as above, for consumption in 
the arts for seven years previous to 1881. Tothis estimate I have added 
the coinage of 1885 and the gain of coin by import, and have deducted 
the deposits of United States coin for recoinage, together with the 
amount of coin estimated to have been used in the arts. 

From such a revision of former estimates it would appear that the 
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amount of coin in the country on Ist July, 1885, was some $820,000,000, 
of which $542,000,000 consisted of gold coin, and $278,000,000 of silver 
coin. 


ESTIMATE OF CIRCULATION, 


United States coin, Gold. Silver. Total, 
Circulation July 1, 1884...... ~ + $551,632,442 . $250,617,357 . $802,249,799 
Deduct probable consumption 

in arts and manufactures from SRGGROGO 2 . ccccesaes —— 30,000,000 


July 1, 1873, to June 30, 1880 











Corrected circulation, July 1,84 521,632,442 . 250,617,357 - 772,249,799 






































ee NS ox 6600.6 08 eoon ee 24,861,123 . 28,848,959 . 53,710,082 
Net imports........ 5 hitaia een 1,006,281 . 535,449 . 1,541,730 

a eee 547,499,846 . 280,001,765 . 827,501,611 
Less deposits for recoinage..... 325,210 . 877,564 . 1,202,774 
OOE Be TO BITs 0% oc vdacccicees ¥5,000,000 . *300,000 . 5, 300,000 

I ccnienwneanes 5,325,210 . 1,177,564 . 6,502,774 
Circulation July 1, 1885........ $542,174,636 . $278,824,201 . $820,998,837 


In the foregoing estimate no deduction has been made for trade dol- 
lars exported during the year ($1,073,150), for the reason that the entire 
amount of trade dollars supposed to be in the country ($6,000,000) was 
in the last estimate of the Director deducted from his estimate of the 
coin in the country. 

The sum of the loss by abrasion of coin for protracted periods of time 
is a subject which has thus far not been a matter of systematic inquiry 
by the Bureau. It should be considered, however, that gold coins worn 
or abraded within the degree of tolerance allowed by law are redeemed 
by the Government as of full weight. The loss, therefore, from actual 
diminution of weight, when not outside of the legal limit, falls on the 
ag sg Though susceptible of record, no estimate has been made 
of this loss. 


STATEMENT EXHIBITING THE STANDARD WEIGHT, LEGAL LIMIT OF ABRASION, 
AND LEAST CURRENT WEIGHT OF UNITED STATES GOLD COIN AFTER A CIR- 
CULATION OF TWENTY YEARS, UNDER THE PROVISIONS OF THE COINAGE 


ACT OF 1873. 
WEIGHT OF SINGLE PIECES. 


Standard ye per cent, Least cur- 

Denomination. weight, abrasion, in rent weight 

im grains, grains, im grains. 
Double Eagle .........+seeee- 516 “een 275° tees 513745 
BONG. ov cc ccteccccccessceeees 258 006 105 oes 256755 
Half Eagle......... acs 17 054 vows 128,55, 
Enis caceeepeneses ae 0+5o°5 jane 7772." 
Quarter Eagle. ........scceeee G68 ose O75 ‘oon 64705 
Dollar. ..cccccccccccccccccecs 25.8 2.6. Oss cece 253%'o 


* About amount reported to have been used by manufactures in 1883. 
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Assuming the amount of coin in the country to have been as stated, it 
would appear that the ownership was as follows: 










STOCK AND OWNERSHIP OF GOLD AND SILVER COIN IN THE UNITED STATES 
JULY 1, 1885. 


Silver Coin. 





Ownership. Gold coin. = » Total gold 
—— Subsidiary. Total. and stiver. 
SOON. veces *$53,223,160 *$63,882,166 $31,236,899 $95,119,065 $148,342,225 


National Banks. .+165,575,867 $10,081,279 $1,897,554 11,978,833 177,554,700 
State Banks, Trust 
Companies and 
Savings Banks. §25,928,757 
Other Banks and 


129,920,936 41,805,367 171,726,303 495,101,912 
private hands.. 297,446,852 











$542,174,636 $203,884,381 $74,939,820 $278.824,201 $820,998,837 





In the above table the amount of gold and silver certificates held 
outside the Treasury has been deducted from the amount of coin in 
the Treasury and added to the stock of coin in active circulation. As 
these certificates represent coin in the Treasury, which coin can only 
be used in their redemption, they really form a part of the active coin 
circulation of the country. 

In addition to the coin in the country, there was in the mints and 
assay Offices of the United States on the Ist July, 1885, gold and silver 
bullion available for coinage, as follows: 


? 


GOLD AND SILVER BULLION IN MINTS AND ASSAY OFFICES JULY I, 1885. 


Description, Ounces. Value. 
| ER ae eT 3,593,031.342 $66,847,095 25 
Ee nee Ee eee 4,727,076.82 94,654,586 93 





Wii~eemanees er $71,501,682 18 


Adding this to the aggregate of gold and silver coin as above esti- 
mated gives for the total stock of coin and bullion available for coinage 
on that date $892,500,519. Again, assuming that the amount stated is 
the actual amount of coin and bullion in the ove it would appear 
from the statement of assets and liabilities of the Treasury, and from 
the statement of the Comptroller of the Currency as to the condition of 
the National banks to have been held June 30, 1885, together with the 
other circulating medium used as money, as follows ; 













* Less outstanding certificates. 

+ Includes Treasury and Clearing-house certificates. 

t Includes Treasury certificates. Silver coin is not divided between full Legal Tender and Sub- 
sidiary. The above division is estimated. 

§ Reported to Comptroller of the Currency November 1, 1884. 
Cost, 











1885. | COIN CIRCULATION OF THE UNITED STATES. 457 


FORM AND LOCATION OF TOTAL CIRCULATION JULY I, 1885. 
In other banks 


In National 
In Treasury. py -—_ ——— Hopes , 

‘Gold bullion...... $66,847,095 .. ~— on ae “a $66,847,095 
Silver bullion..... #4,654.586 .. —— - —- - 4,654,586 
Gold coin...... .++ 179,952,890 .. $90,758,047 ..  $271,462,799 ..  $542,174,636 
Silver dollars..... 165,413,112 .. $7,000,000 .. 31,471,269 .. 203, 884,381 
Fractional _ silver 

COIN. 1... eens 31,236,899 .. $1,897,554 .. 41,805,367 .. 74,939, 820 
Gold certificates... 13,593,410 .. 74,816,920 .. 51,491,316 .. 139,901 ,646 
Silver certificates.. 38,370,700 .. 3,139,070 .. 98,813,370 .. 140,323,140 
United States 

notes-.......46- 845,047,378 .. 79,701.352 .. 221,990,236 .. 346,738,966 
Nationa Bank 

re 9,945,710 .. 23,465,388 .. 285,165,613 .. 318,576,711 
Fractional cur- 

PORE cccccccves ° 3,985 .. 489,927 .. 6,470,963 .. 6,964,175 














$555,005,065 $281,269, 158 $1,008,670,933 $1,845,005,156 





? 
" 
¢ 


EX-COMPTROLLER KNOX ON THE SILVER 
QUESTION. 


Mr. Knox, in reply to several inquiries made by the New York Commer- 
ctal Bulletin, relating to the coinage and use of silver, has answered as 
follows : 


1. There is no doubt that an increased amount of coin is needed from 
time to time, as a basis for an increasing volume of business. But while the 
volume of business has very greatly increased during the last fifty years, 
sufficient consideration is perhaps not given to the fact that the in- 
creased use of bills of exchange and checks, and the telegraph and the 
cable, have greatly diminished the amount of coin which would other- 
wise be required. The bank check, now known everywhere, has only 
been in use a little more than a century. The present complete system 
of banking machinery, including the Clearing-house, now in use in this 
country and so familiar to all, has been in operation less than fort 
years. The Clearing-house, the bank check, the cable and the telegrap 
are now almost as indispensable as capital and deposits to the successful 
conduct of business. In the year 1881, returns were obtained from all 
the National banks, showing the amount and proportion of checks, bank 
notes and coin used in the business of banking upon a single day. The 
percentage of gold and silver coin used was less than two per cent. and 
that of checks and drafts more than ninety-four per cent. The aggregate 
payments of the banks in this country amount, it is estimated, to more 
than three hundred millions a day, or ninety thousand millions annually. 
These payments are made more and more largely each year by the ex- 
change of checks at the Clearing-house, which represent almost the 
total daily deposits of the banks. The use of the bonds of the leading 
nations, and of the strongest municipalities and corporations, in pay- 


* Cost value. 

t Includes Gold Clearing-house certificates $24,199,000. 

t The total ‘‘ Silver Coin ”’ only is reported. The division is estimated. 
3 Includes $29,585,000 held as security for currency certificates. 
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ments and for investments have greatly lessened the former uses of the 
precious metals. 

Under the old Suffolk system, the whole volume of New England cir- 
culating notes was redeemed about once in every sixty days, and previ- 
ous to the late war it was believed to be a well-settled principle of 
banking that any excess of bank circulation would certainly go home 
for redemption, so long as payment in specie was maintained. When 
specie payments were resumed in this country, in 1879, there was no de- 
mand for gold coin in redemption of the legal-tender note. The redemp- 
tion of National bank notes, secured as they are by pledge of govern- 
ment bonds, as well as the greenback, would continue to be confined 
largely to the mutilated notes which are unfit for circulation, if it were 
not for the silver complications which have arisen trom the legislation 
of 1878. 

The use of silver is important, and there is no prejudice against its use 
among bankers generally, but it is not necessary that it should be a full 
legal tender. If it is a full legal tender, then it should be issued only in 
such quantities that it will remain subordinate to gold. The silver dol- 
lars which are now in the Treasury, or in circulation, if the amount is 
not increased, could continue to be used upon an equality with gold 
itself. A slightly increased issue will place the country, not upon a 
double standard of gold and silver, but upon the silver standard alone. 

2. The American Bankers’ Association, at its recent Convention, 
passed a resolution “that the coinage of silver dollars under the com- 
pulsory law of 1878 is detrimental to the best interests of the people 
and dangerous to the welfare of the Government, and that the law 
should be immediately suspended and remain inoperative, until an inter- 
national agreement with leading commercial nations shall give sub- 
stantial assurance as to the future relations of gold and silver as 
money,” and both the great political parties, at their recent conven- 
tions for the nomination of Governor of this State passed similar reso- 
lutions. The most enthusiastic advocate of silver, including Mr. Cer- 
nuschi, in France, and the leading advocates in this country, agree that 
the action of any International coinage union, embracing the United 
States and leading European Governments, would be useless unless the 
suspension of the — of the silver dollar in this country should 
first have taken place. Two international conventions have been held 
within a few years. These conventions failed to accomplish their pur- 
pose, and there is no reason to suppose that any future conventions will 
be able to agree upon a policy which is contrary to experience, and 
which, to many persons, seems to be illogical and absurd; but if the 
coinage can first be suspended, there is no objection to a meeting of 
Commissioners from the different countries for the purpose of confer- 
ring upon the situation, and possibly good may result from such a con- 
ference. There is hardly a single nation in which the people are agreed 
as to the best system for themselves, and under such circumstances 
‘he probability of an international agreement is not encouraging. 

3. The ratio of 15% tol is, in my opinion, impracticable. There is 
no probability that the different nations will ever agree to such a prop- 
osition. The ratio was about 15 to I a century ago, and since that 
time there have been frequent changes in the ratio. In 1877, a year 
before the present law was passed, the ratio was I to 17.87—it is now 
more than I to 20. I cannot understand by what reasoning the advo- 
cates of a bimetallic standard insist that the ratio of 15% to 1, which 
is so different from the present, should now prevail. The expense of 
the recoinage of the silver coin in circulation in the nations composing 
the Latin Vales is a trifle in comparison with the necessity of main- 
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taining a correct ratio if a double standard is to be adopted and can be 
maintained. 

4. The total coinage of the silver dollar from the organization of the 
Government to 1834, or for forty-two years, was but $1,369,517. The 
coinage from 1834 to 1873 was only about $6,000,000, or $160,000 per 
year; while during the past seven years more than two hundred millions 
of these dollars have been coined, of which about one hundred and 
sixty-five millions are now held in the Treasury, a considerable portion 
of which are represented by the silver certificates now in circulation. 
It is plain that the old silver dollar-piece was never a favorite coin, and 
that it is not entitled to the prestige that is claimed for it. The advo- 
cates for continued coinage claim that additional circulation is needed 
in this country; but the continued coinage of this piece has the effect 
to diminish the amount of silver dollars and silver certificates in circu- 
lation, for they are daily being returned as an inferior currency to the 
Treasury in payment of duties. The additional coinage of two millions 
of dollars a month will soon have the effect of placing this country upon 
a silver basis, driving the gold coin out of circulation and producing a 
rapid contraction of circulation, instead of an expansion ; thus defeating 
the very object which the advocates of unlimited coinage have in view. 

5. The friends of a good currency will insist upon the suspension of 
the Coinage Act. It is of the first importance, and no effort should be 
spared to accomplish this result. But if it is impossible to accomplish 
this, it will be much better to agree upon a compromise in Congress 
than to accomplish nothing. If by legislation we can get out of the 
ruts of the monthly coinage of two millions of light silver dollars, the 
second session of this Congress, if not the first, may give us relief. It 
would seem to be evident to all parties that the coinage of the bullion - 
required by law to be purchased is entirely unnecessary. Let the advo- 
cates of the purchase of silver, then, propose as a basis of compromise 
that the two millions of bullion which the law of 1878 requires to be 
purchased shall not be coined into silver dollars, but shall be used as a 
basis for the issue of certificates, redeemable either in silver dollars or 
in silver bullion at its gold value, at the option of the holder, at the 
time of the presentation of the certificate. 

From the day that France closed her mint against the coinage of 
silver, all hope of the free coinage of this metal would seem to have 
disappeared, and the advocates of free coinage should certainly be con- 
tent to have the United States follow the example of that nation which 
more than any other is claimed to be par excellence the friend of silver 
and of the double standard. 





> ao 


ECONOMIC NOTE. 


THE FIRST NATIONAL BANK, 


The following information relating to the organization of the First 
National Bank, furnished by Comptroller Cannon, will not only interest 
our readers, but correct some errors pertaining to the subject : 

The First National Bank of Philadelphia, Pa., Charter No. 1, was the 
first national banking association authorized by the Comptroller of the 
Currency to commence business. The Comptroller’s certificate to that 
effect bears, date June 20, 1863. The date of the commencement of this 
association, however, as a body corporate—that is, the date from which 
its period of succession began to run, as fixed in its organization certifi- 
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cate—was June 15, 1863. There were, however, other national banking 
associations, the commencement of each of which as a body corporate 
was fixed at an earlier date than the commencement of “The First 
National Bank of Philadelphia.” But, for one reason or another, these 
associations were not able to comply with the conditions as to payments 
of capital and the deposit of bonds required by the law before the 
Comptroller could authorize them to commence business until after the 
First National Bank of Philadelphia had complied with these condi- 
; tions. The First National Bank of Springfield, Mass., No. 14, is the 
i first association which became a body corporate under the National 
Ay Currency Act, February 20, 1863. Its organization certificate fixes its 
Ae date of commencement as such body corporate on April 4, 1863, al- 
v* though it was not authorized to commence business until June 24, 
Ae 1863—nine days after the First National Bank of Philadelphia had been 
he so authorized. Taking the date of an association as a body corporate 
i as a criterion, there were, including the First National Bank of Spring- 
aS field, Mass., twenty-nine National Banks, the dates of the organization 
; of which are earlier than that of the First National Bank of Philadel- 
phia, although they were not authorized to commence business until 
after that bank had been so authorized. 

The National Exchange Bank of New York City, N. Y., which was au- — 
thorized to commence business on March, 16, 1864, was the first National 
if Bank organized with a name other than “First, Second, Third,” &c., or, 
is in other words, with a name other than one indicating its numerical 
b succession in the place where it was located. The name was the same 
as that of a State bank previously existing in New York City, and the 
National Bank was organized to take the place of that bank. 




































Sie oe 5 ee a 








INOUIRIES OF CORRESPONDENTS. 





ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I.—NoOTES PAYABLE ‘‘ ON OR BEFORE” A DAY NAMED. 


Is a note, drawn in the following form, optional with the holder to collect 
‘* before,” as with the payer to avail himself of the privilege of paying, before the 
date named ? 


- — a 
BRT ce we eee nos 
s Dine seh ne ae 3 nemo as Et ete Rhattieghreanenil* mewn 8 


= se wpe 


$100. CHICAGO, July 1, 1885. 
On or before the first day of October next, for value received, I promise to pay 

John Doe, or order, One Hundred Dollars, at the Merchants’ National Bank of 

Chicago, with interest from date. RICHARD ROE. 


nd 


> Recent decisions would indicate that either party can exercise the option. 


REPLY.—We shall be pleased to have our correspondent let us know what 
i decisions he refers to. So far as we have seen, the authorities are uniform 
n in holding notes of this character payable before the day named in them, 
; at the option of the maker only, and not of the holder.  Jattison v- 
Marks, 31 Mich. 421; Hilmer v. Krolich, 36 Mich. 371; Zrnust v. Stick- 
man, 74 Pa. St. 13; Story on Promissory Notes, 7th Am. Ed. §28 and 
notes. And we never heard of an action being maintained on such a note 
before the day named in it. This is the reasonable and sensible construc- 
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tion of the note, because, if the holder has the option to demand payment 
before the day, the note is, in effect, a note payable on demand, and the 
insertion of the day is substantially meaningless. If that were the proper 
construction of this note, for instance, it would be the duty of Roe, the 
maker, to be ready at all times at the Merchants’ National Bank of Chicago, 
with his money, in case payment should be demanded by the holder. This 
is a consequence which Roe, at any rate, probably never anticipated when he 
signed the note. 





II.—INTEREST ON DAYS OF GRACE. 


Please give me an opinion in the following case: 


A note is written payable ‘‘ November 1, with interest.” Can interest to the las 
day of grace (November 4) be exacted if the note is paid on the 1st? It has been 
claimed that in such a case, interest ceases at date of prepayment. 


REPLY.—It has long been settled that interest may be collected for days 
of grace, and it is equally well established that days of grace so enter into 
and form part of a note, that it is not due, either in fact or in law, until 
the last day of grace. This note, therefore, although written payable Nov- 
ember I, was not in fact payable until November 4, and the holder was. 
not entitled to demand payment of it before the latter day. So far the 
authorities are perfectly clear. And, in our opinion, although we cannot. 
cite any decision to support it, as the holder was not entitled to demand 
payment before November 4, so, ¢ converso, he was not bound to accept 
payment before November 4. See reply in August number, 1883, p. 143. 
We think, therefore, that the rights of the parties were precisely these: 
The holder was not bound to accept payment on November 1, but, if he- 
did, without qualification, accept payment on that day, he had no right to. 
demand interest until November 4. Of course when the principal was paid 
the interest ceased to run. If he wished to enforce his full legal rights, 
he should have declined to receive the payment offered on November 1, 
on the ground that it was offered too soon; and, if he consented to. 
receive payment at all on that day, it should only have been upon the 
express condition that interest should be paid until November 4. The inquiry 
is not clear as to precisely what took place when the note was paid, but, 
we think, that if the course we have pointed out was pursued, interest 
until November 4 could have been collected of the maker. 





III.—NoTES PAYABLE TO A OR B. 


A correspondent in our November number, p. 380, asks us to give some authority 
for a statement made in a previous number, that a note payable to Aor B is nota 
negotiable instrument. 

REpLY.—This is a point in the law of promissory notes which has long 
been settled. See Daniel on Negotiable Instruments, § 103. Osgood v. 
Pearson, 4 Gray 455; Carpenter v. Farnsworth, 106 Mass. 561. 





IV.—PAYMENT OF A CHECK. 


A comes into the bank and presents to the paying teller a check payable to bearer. 
The teller counts out the money and pushes it out through his window, without 
noticing whether A was there to receive it, and turning to his desk, busies himself 
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with his writing. In the meantime, before the money was pushed out by the teller, 
A had moved to another part of the room, whence he leaves the premises, forgetting 
all about his money. From five to ten minutes after the money was pushed out, 
the teller turns to his window to attend to another customer, and sees A’s money 
on the counter untouched. He calls out for A, and is told that A had gone from 
the room some time before, after attending to business at another window. The 
teller takes back the money, and some time after, A missing his money, and coming 
back in search of it, received it. Precisely where in the room A was, when the 
money was first passed out is not known. Where does the bank’s responsibility for 
that money cease? Is its duty done when it passes it out the window, or must it 
see that it is carried off, and by the right man? Would it make any difference if 
the check were payable to order? 


REPLY.—A_ consideration of the legal position of the parties will serve to 
make the answer to this inquiry sufficiently obvious. When the bank, through 
its teller, received the check over its counter, it became its duty to pay the amount 
of the check 4o A. This could only be done by putting the money in A’s hands, or 
by putting the money on the counter, within A’s reach, and calling his atten- 
tion to it, so that he should have an opportunity of taking the money up. 
The bank, to be sure, was only bound to pay the check at its counter, in the 
usual way, but if A went away before the teller had an opportunity of paying 
him, then the teller should have done nothing. He should simply have waited 
until A came back. He certainly was not justified in putting out the money 
on the counter where anyone could take it up, without regard.to A’s position 
at the time, and we have no doubt, in this case, that if a thief had come 
along and taken the money, the loss would have fallen upon the bank, and 
not upon A. In other words, it is the duty of the teller to pay the amount 
of the check to the party presenting it. And if he does not put the money 
in the hand of the party, he must see, if he puts the money down on the 
counter, that it is put within the reach of the party, and that the latter sees 
it, so that he can take it actually into his own exclusive custody and control. 
Anything less than this cannot be a payment sufficient to discharge the bank ; 
and if, after presenting his check, the attention of the party is called else- 
where, or if, for any reason, he moves away from the counter out of reach, 
the teller should wait until he puts himself in such a position that he can 
take the money, when it is put on the counter. 

We do not think that it makes any difference whether the check is pay- 
able to order or to bearer. The duty to pay is to the person presenting 
the check. 


V. PROTEST OF A CHECK. 


B comes to C with an order from A for him (C) to pay B all moneys due A on 
his account. After some weeks, C gets telegram from A to stop payment of checks 
that are in B’s hands. The following check is outstanding, and C sends us notice 
to stop payment of same: 

$ 25. CooKTOWN, Nov. 2Ist, 1885. 

Cooktown Savings Bank: 

Pay to order of B, on account of A, twenty-five dollars. 

No. 2439. Cc. 

This check is sent to the drawee for collection, by a correspondent. Should it 
be protested? I take the ground that we have no right to protest, and, should we 
protest, would become liable for the fees. , 
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REPLY.—Of course the check was subject to be revoked by C at any time 
before payment. The sending of the check by the correspondent direct to 
the drawee imposed upon the latter, besides the duties of drawee, the duties 
of agent for collection. These latter duties it was entitled to perform in the 
ordinary and usual way, according to the regular course of business in simi- 
lar cases. It is well settled that it is unnecessary to protest a check to hold 
the drawer and indorsers thereof, and in some States it has been held that 
protest fees cannot be recovered of them if incurred by the holder. The 
better doctrine is, however, that where demand must be made, and notice 
given to hoid the drawee or indorsers, a notary may be employed for that 
purpose, and that his fees may be recovered. See Daniel on Negotiable In- 
struments, § 933. This has arisen from the general custom of banks and 
others of employing notaries to protest in all cases, as a matter of conve- 
nience, in preserving the evidence of demand and notice. It is well settled, 
however, that protest fees cannot be recovered where a demand and notice of 
non-payment are unnecessary to hold any of the parties to the protested in- 
strument ; and the question in this case, therefore, is whether there was any 
party to this check who was entitled to require a demand and notice to him 
to make him liable on it. C certainly was not, because he had already or- 
dered the drawee not to pay the check. Assuming, however, that B had in- 
dorsed the check, we can see no reason why he would not be entitled to 
insist upon a demand and notice to him. The bank was, therefore, the 
holder for collection of a check upon itself, on the back of which was the 
name of an indorser, who, for anything that appeared upon the check, was 
entitled to require demand and notice. In the absence of any instructions 
from its correspondent upon the subject of protest, we think it was entitled, 
as agent for collection, to proceed to do what was necessary or usual, to fix 
the liability of B as indorser of the check, and this involved the right to 
have the check protested for the purpose of holding him. Assuming, there- 
fore, that the check was indorsed by B, and that it was sent for collection, 
without instructions as to protest, we have no doubt that the bank would 
be justified in sending the check to protest in the usual way, or that the 
protest fees could be recovered from the correspondent as charges properly 
incurred for its benefit. 
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BOOK NOTICES. 


The First Essays at Banking and the First Paper Money in New England. 
By J. HAMMOND TRUMBULL, Worcester, Mass. 


Dr. Trumbull takes us back to 1652. Thirty-four years afterward liberty 
was granted to several persons of Boston to ‘‘erect and manage a bank of 
credit, and to issue bills on the security of real and personal estate.” Such 
was the earliest banking idea in America; and it certainly was a much 
sounder one than the later idea of issuing notes on doubtful paper securities. 
If the security were ample, the noteholder was sure of the ultimate redemp- 
tion of his note. The worst defect, perhaps, was the non-negotiable nature 
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of the security. Yet ultimate but certain redemption was preferable to no. 
redemption at all, which was the case with many a bank of later date. 
Though no clear evidence of the existence of an earlier bank of issue has. 
been brought to light in this learned research, the author mentions that be- 
fore the establishment of the mint in 1652, ‘‘ for some years paper bills passed 
for payment of debts.” This fact would show that some kind of an insti- 
tution beside the colony existed for issuing them, inasmuch as no colonial 
bills appeared until 1690. Elsewhere, the writer says that a “ ‘ Fund of 
Land,’ or bank of credit, was started in Massachusetts in March, 1671, and 
was carried on in private for many months, though without issue of bills, 
and that, ten years later, a private bank of credit was established and began 
to issue bills in September, 1681. Of the result of this enterprise we have 
no information.” The account is so interesting that we much wish Dr. 
Trumbull would continue his work in this direction. No one, surely, is more 
competent. The colonists tried all sorts of experiments in issuing and lend- 
ing money, in taxing and kindred matters, and the economic history of that 
period would be a valuable and unique addition to economic literature. 


The Laws relating to National Banks, including Instructions and Suggestions 
of the Comptroller of the Currency in regard to the Organization, Ex- 
tension, and Management of National Banks, and Official Regulations 
regarding United States Bonds. New York: Homans Publishing Com- 


pany. 
American Money. By JOHN GEO. HERTWIG. Washington, D. C., 1885. 


What ts the Law? An Inquiry into the History and Effect of the several 
Acts of Congress relative to Silver Coinage. By GEORGE G. MERRICK. 
Denver, Colorado: 1885. 


The Question of Tariff Revision; A Letter from the American Iron and 
Steel Association, in Reply to a Circular-letier dated July 17, 1885, 
from Hon. Daniel Manning, Secretary of the Treasury. Philadelphia : 
1885. 


Semi-Centennial of the Northern Bank of Kentucky, September, 1885. 


This is an interesting sketch by Mr. Ernst, the President of a bank 
whose history was well deserving of a printed record. We wish that other 
banks would follow this example. After referring to the panics of 1837, 
1857, and 1873, Mr. Ernst says: ‘‘ Through all these trying times the 
Northern Bank of Kentucky passed safely, meeting promptly all of its en- 
gagements, and steadily maintaining, at home and abroad, the high credit 
it secured during the first year of its business life, and to-day no banking 
institution in the land stands more firmly than it in the confidence of the 
public. It has the proud satisfaction of knowing, as it looks back upon the 
first fifty years of its life, that no stain of dishonor or of wrong to a single 
individual rests upon its business record; that confidence reposed in it has. 
never been betrayed.” 
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Our Silver Coinage, and its Relation to Debts and the World-Wide Depression 
in Prices. By JOHN A. GIER. Philadelphia: 1885. 


This is an intelligent and conscientious attempt to solve the silver ques- 
tion. It has been solved so much, though, that we are not sure as Mr. 
Gier has rendered the path any clearer than it was before. Many of the 
facts given are quite striking, their combination is effective, but we can 
hardly add anything more. If there is any public question that is well un- 
derstood it is this; not information, but action, is the need of the hour. 


The Science of Business. A Study of the Principles Controlling the Laws 
of Exchange. By RopERICK H. SMITH. New York and London: G. 
P. Putnam’s Sons. 1885. 


This book is divided into two parts. In the first is treated the direction 
and rhythm of motion, while the second deals with topics more closely allied 
with the title. A considerable body of fact is presented; the author possesses 
a discriminating eye, and the result is a book of some merit. The author 
deduces from his facts a series of conclusions concerning the future of busi- 
ness for a period of seven years. As some persomps are always interested in 
such things, whether they are the deductions of reason or pure prophesyings, 
we shall add those for the years 1885, ’86 and ’87: ‘‘ This year business will 
probably be slightly better than in 1884, as a temporary reaction may take 
place, owing to the unprecedented declines of the year 1884. Failures over 
11,000. 1886—A great number of failures among small dealers with capital 
of five thousand and under. Stocks lower; wages lower. 1887—A _ contin- 
uation of the history of 1886 forthe greater part of this year. Stocks will 
begin to slowly advance. Iron about stationary, with a firm tendency. Fail- 
ures among small traders will continue. Toward the close of the year pros- 
pects brighten.” 


Fiat Money. A Review of the Decisions of the United States Supreme 
Court as to its Constitutionality. By FRANcIS A. BROOKs. Boston: 
Little, Brown & Co. 1885. 

Mr. Brooks reviews the decisions of the United States Supreme Court on 
the subject, showing their conflicting character, and contending that the last 
one, which sustained the re-issue of Treasury notes in time of peace as a 
constitutional act, was based upon an unsound assumption of general sovereignty 
in the Federal Government. Nothing essential to a correct understanding is 
omitted, and the opinions combated are fairly treated. The writer handles the 
subject in an interesting and able manner. 


Our Clearing System and Clearing-houses. By W. Howarth, F. R. Hist. S., 
. &c. London: Effingham Wilson. 

The author is connected with one of the leading London banking insti- 
tutions. The book, therefore, is not the outcome of a mere amateur, but is 
written by one whose practical acquaintance with the subject enables him to 
speak, and his book may be read with confidence. The London Clearing- 
house occupies, and very properly, a large space. The author’s description of 
the mechanism of the Clearing-house is clear and interesting. The reader is 
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made to accompany ‘‘the clearers” in their daily rounds, to see how the 
checks are assorted, and then credited and debited to the various banks, how 
the balance for or against each bank are worked out, and how, ultimately, 
these balances are liquidated by checks upon the bank of England, and so 
plainly are all the various steps in the process explained and defined, that 
the reader will be apt to rise from the perusal of the book with a sort of 
conviction that he could, if necessary, pilot his way through the Clearing- 
house about as well as the clearers themselves. After describing the Lon- 
don system of clearing, the system at Manchester is described, then, that at 
Newcastle-on-Tyne, Edinburgh and Glasgow, closing with the methods in 
Paris, New York and Berlin. The book will be gladly welcomed by those 
who are desirous of getting the widest knowledge of banking methods. 


Practical Economics. A Collection of Essays Respecting Certain of the Recent 
Economic Experiences of the United States. By Davip A. WELLS, 
New York and London: G. P. Putnam’s Sons. 1885. 


These essays, with one exception, have been laid before the public, yet, 
we rejoice over their reappearance in the present form. Mr. Wells is one 
of the few economic writers who have something to say; he is a lover of 
facts, does not content himself with mere speculations, or attempt the ab- 
surd feat of moving society along in logical lines. If the reader does not 
always agree with Mr. Wells, he will be stimulated by reading these writ- 
ings. This collection pertains largely to the tariff and the taxation of dis- 
tilled spirits. We trust that this volume will be received with such favor as 
to lead the distinguished author to make another collection of his papers 
pertaining to State and municipal taxation. 
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BANKING AND FINANCIAL ITEMS. 





We regret the accidental omission of the writer’s name of the article on 
‘* Silver,” on page 421. It is Mr. C. F. McCoy, who several years since 
used to contribute quite frequently to our pages. 


A NEW FINANCIAL WoRK.—Several years ago the editor of the BANKER’S 
MAGAZINE began the preparation of the financial history of the United 
States. In due time the first volume appeared, covering the revolutionary 
period from 1774 to 1789. The second edition of this volume was pub- 
lished last year. The next volume covered a period of seventy years, from 
1789 to 1860. This contained a history of the two United States Banks, 
the funding and payment of the revolutionary debt, the appropriations and 
expenditures of the Government, the tariff legislation, and a large number 
of other matters. The second edition of this volume has just appeared. 
The third volume, covering the interesting period of the Civil War and 
subsequently to last March, is just completed, and will be published by the 
middle of December. Some parts of the volume have appeared in the 
Magazine, but the larger portion has not been published anywhere. It em- 
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braces a variety of topics, the great war loans, the issue of paper money, 
internal revenue, income, and all other forms of taxation, the history of the 
National banking system, the suspension and resumption of specie payments, 
payment of the debt, the mode and history of government accounting, ap- 
propriations and expenditures, etc. It may be procured of the Homans 
Publishing Co. 


A brief biographical sketch of Sanford Blackinton, accompanied with an address 
delivered by his pastor, has appeared, together with an excellent steel portrait, en- 
graved by the Homer Lee Bank Note Co. Mr. Blackinton was a highly successful 
woolen manufacturer, and also president of the Adams National Bank, of North 
Adams, Mass. His fine character is well worthy of this record, and his example 
ought not to be lost in that wide circle of business and social acquaintances who 
knew him best and admired him most. 

Mr. FLANNAGAN’S paper on “‘ Security for National Bank Deposits,” noticed 
in our last number, has attracted much attention. The plan is regarded by many 
individuals and journals with favor, and is likely to furnish the groundwork of con- 
siderable discussion in the future. 


THE SEABOARD NATIONAL BANK.—The stockholders of the Seaboard Bank, a 
State institution, chartered in 1882, with a capital of $500,000, having voted to 
discontinue business under the State laws, have secured authority from the 
Comptroller of the Currency, and reorganized under the National Banking Act. 
The business of the Seaboard Bank has been very successful, the statement at this 
date showing a surplus of $75,000, and undivided profits of $46,359.03. Mr. 
W. A. Pullman remains as president, and Mr. S. G. Nelson as cashier of the Sea- 
board National. Their names speak for themselves. The bank does a large and 
growing business with country banks in addition to its city business. 


IT is stated that the interest money received by the Mutual Life Insurance Com- 
pany during last year was $5,042,964.05—more than $13,800 per diem—and that it 
was almost sufficient to pay the entire death losses incurred by the Company. 


A NEW company, under the name of the German-American Cable Company, has 
recently been incorporated in New York with a capital of $12,000,000. The cable 
is to be laid between Boston and some point in Germany. ‘ 


DURING the past fiscal year the postal-note business increased fourteen and 
one-half per cent., and 7,355 money-order offices issued orders amounting to 
$1 20,000,000. 

REGISTERED BoNDs.—According to the report of the Register of the Treasury, 
just issued, the total amount of registered bonds of the United States is $1,071,- 
460,262, of which only $11,927,900 are held abroad. At this rate of progress it 
will not be long before the country can make as creditable a showing in this re- 
spect as France—the richest nation in the world. Our National banks own, and 
have deposited as security for their notes, $324,000,000; the trust companies hold 
over $97,500,000, and the insurance companies have $147,000,000. There are, 
besides, over $183,500,000 of coupon bonds, which are also held in this country by 
our own people. 

TEXAS AS A POINT FOR INVESTORS.—A prominent banker of Texas, who has 
been in the business about twelve years, writes us to call attention to the great 
opening in his State for capital looking for safe and profitable investment. He 
claims, and justly, that it is an anomalous condition of affairs for a superabundance 
of money to be lying idle in the Northern States, when it could be loaned readily, 
on the best kind of security, at twelve per cent. in the State of Texas. There are, 
our informant states, good points all over the State, where the opportunity presents 
itself to make money, either by establishing new banks, or buying out old ones. 
Our correspondent is, we believe, not more sanguine than the prospect justifies ; he 
is at present conducting a prosperous private banking business, but realizes that 
there are greater possibilities for a National Bank in his section. We shall, there- 
tore, take pleasure in putting any one who desires further particulars in communica- 
tion with our Texas friend. 
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ST. PAUL, MINN.—The growing importance of the great Northwest, and of St. 
Pauland Minneapolis as business centers, is daily made more apparent by the disposi- 
tion of the heavy financial institutions of the East to establish direct representatives 
in those places. The latest and most important accession of this character is that 
of the Mutual Life Insurance Company of New York, which has recently ap- 
pointed the firm of Newport & Peet, of St. Paul, resident directors for Minne- 
sota and Iowa. They have charge of the business and interests of the company 
in these two States, which has hitherto been transacted through representatives resi- 
dent in Detroit, Mich. The company could not have entrusted its affairs to better 
hands. Mr. Newport is an old resident of St. Paul, well and favorably known, 
formerly, and for many years, as the chief financial officer of the Northern Pa- 
cific road in that State, and for several years past as a leading real estate and loan 
agent. Mr. E. W. Peet was connected with the Mutual Life at its home office in 
New York, and subsequently president of a large life insurance company. He has 
recently come to St. Paul, and has formed a partnership with Mr. Newport to rep- 
resent the company with which he was so long identified, and to engage in the busi- 
ness of buying and selling investment securities, and in loaning money. He is a 
gentleman of high character and excellent business qualifications, and admirably 
equipped by training and experience for the business in which he is now engaged. 


COUNTING-HOUSE INCONVENIENCES.—The shelf or desk outside of the railing 
in every counting-house or bank, which is presumably arranged for the accommoda- 
tion of persons who may want to transact business requiring a signature or figures, 
is often rendered almost useless by the poor quality of writing materials with which 
itis supplied. An attempt to write with one of the pens, for instance, is followed 
by a splutter of ink that resembles nothing more than the walls of a house in summer 
where flies abound. The use of Esterbrook’s superior steel pens would prevent 
this annoyance, and it is astonishing that where the remedy is so easily and inex- 
pensively applied, it is ever neglected. 


HIGH PRICE FOR Bonps.—Schenectady, New York, water bonds to the amount 
of $90,000, bearing four per cent. interest, redeemable in I902 and succeeding 
years up to IgI7, were sold in one lot, at auction, recently in that city. They were 
bought at 113 by Ogden, Calder & Co., of Troy, who quickly resold them at pri- 
vate terms to Moller & Co.,of New York, as supposed for the Citizens’ Savings 
Bank of New York. New York bankers, of whom about a dozen were at the sale, 
say that the price is the highest ever paid for four per cent. municipal bonds. 


EXONERATING A BANKER.—The trial of Andrew J. Bruon, ex-president of the 
Hot Springs National Bank, in the United States Court for the Eastern District of 
Arkansas, closed on the 17th of November. He was charged with making false 
entries on the books, by crediting $35,000 to J. P. Lyons & Co., a firm that did 
not exist, and with perjury in making false reports to the United States Comptroller 
regarding the financial condition of the bank. 

The defence proved by two witnesses that such a firm as Lyons & Co. did exist 
at one time. The jury was out thirty minutes and returned with a verdict of not 


guilty. 

IMPROVED RATES FOR MONEY.—The fact that since the month of July the 
sum of $36,500,000 of money that lay idle in the New York banks has been drawn 
out for use in the various branches of business may be taken as good evidence of 
business revival. 


ILLINOIS is the only Western State showing a profit in postal operations, her 
surplus being $201,968. Indiana fell behind $497,000, Iowa, $445,269, and Wis- 
consin $229,187. 


ZURICH is evidently the Mecca of the Servian embezzler, if the fact that Meli- 
tochko, late cashier of the Servian State Railway, who decamped with $1,250,000, 
was recently arrested there, can be taken as an indication. 


SUMMER PrROFITS.—The White Mountain towns net about one million dollars 
annually from summer sojourners, 
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A PROSPEROUS INSTITUTION.—The directors’ report of the Knickerbocke, 
Trust Co., 234 Fifth avenue, New York, of the situation of the property and finan 
cial affairs of the company at the close of business on October 31st last, is a very 
satisfactory exhibit, and shows a surplus of $9,549.89. The assets of the Company 
aggregate $840,682.44, of which sum $429,727.50 are invested in Government 
and other first-class bonds, than which no better class of security could be obtained, 
as in the event of necessity the assets can be quickly converted into cash. The 
directors have aimed at absolute security, and seem to have been successful in at- 
taining it. The Company holds $342,089 in good collaterals as security for the 
amount of cash outstanding on approved loans of $232,070. Under the able man- 
agement of President Frederick C. Eldridge, who proceeds upon the conservative 
and profitable principle that a safe investment at a low rate of interest is better 
than an uncertain one at a high rate, the company incurred no losses. The total 
of deposits during the year show a gain of $440,999.54, and the number of new 
accounts opened were 182. The checks of the Knickerbocker Trust Company go 
through the New York Clearing-house. This flourishing company is rapidly in- 
creasing in prosperity, and its management merit much credit for their conduct of 
the institution, Its success is as real as it has been rapid, and having now com- 
manded the confidence of the public, it will continue to increase its business and its 
usefulness. 

REDUCED PosTAGE.—The annual report of the Sixth Auditor was submitted to 
the Postmaster-General on November 11th. It shows the gross revenues of the 
Post-office Department for the last fiscal year to have been $42,760,843 ; gross ex- 
penditures, $49,317,188, making an excess of expenditures over receipts of $6,756,- 
345. To this deficiency should be added the amounts earned by Pacific railroads 
for mail transportation—$1,340,226—and the estimated unadjusted liabilities— 
$285,000—making a net total deficiency, actual and estimated, of $8,381,571. The 
deficiency is $3,414,145 greater than last year. The explanation by the auditor of 
this increased deficiency is that it results from the reduction of letter postage to two 
cents, together with hard times generally. The expenditures show but the usual 
increase of $2,912,328, while the receipts, from the causes named, show a decrease 
of $765,115. The expenses of the Star-route service show an increase of $330,000 ; 
of railroad service, $1,400,000 ; steamboat service, a decrease of $18,000. The 
largest item of expense was for railroad transportation—$13, 558,313. For compen- 
sation of postmasters, $11,243,848 was spent; for clerk hire, $4,873,853 ; Star- 
route service, $5,403,259 ; ocean steamship transportation, $325,462. The profits 
of the money-order system were $408,933. The amount paid foreign countries in 
the adjustment of their postal accounts was $66,955, and the amount paid by the 
United States on similar accounts to foreign countries was $74,859. 


INCOMES IN IRELAND.—Light is thrown upon the subject of personal in- 
comes in Ireland by a Parliamentary return which has just been issued. It 
gives particulars of the assessments to income tax in the years 1874, 1879, 
and 1884, and distinguishes the gradations of income derived from trades 
and professions in those years. It appears that in 1884 there were 6,986 
persons in Ireland whose incomes varied from £150 to £200 a year; 
there were 4,532 who had incomes of £ 200 to £300 a year; 2,071 who 
had between £300 and £400 a year; 871 who had between £400 and 
4500 a year; 577 who had between £500 and £600; 369 who had be- 
tween £600 and £700; 196 who had between £700 and £800; 192 
who had between £ 800 and £ 900; 88 who had between £ 900 and £ 1,000; 
506 persons who had incomes varying from £1,000 to £1,200; 122 had 
incomes ranging from £2,000 to £ 3,000; 67 persons enjoyed yearly in- 
comes varying from £3,000 to £4,000; 21 persons from £4,000 to 
£5,000; 50 from £5,000 to £10,000, and 33 from £10,000 to £50,000 
a year; 3 persons are returned as having over £50,000. A comparison of 
the amounts of income chargeable with taxes for the three years specified 
shows that in 1874 the sum under schedule D (trades and professions) was 
£ 6,112,686, and under schedule E, 41,470,821; in 1879 the amount under 
section D was £ 5,710,727, and under section E, £ 1,518,463; and in 1884 
the amount of income under section D was £ 5,346,733, and under section 
E, £4 1,712,160. 
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EE TREE Re Te eT RONEN" eee at 


pn a ma 


State. 


Place and Capital. 
N. Y. CitTy..Seaboard National Bank............. 


i ae 
a 


FLA.... Kissimmee City Kissimmee City Bank.... = saesveeecees 
A. E. Drought, Pr. F. H. Skelding, Cas. 
IDAHO.. Moscow........ ee ee 
50,000 Miles C. Moore, Pr. Wm. W. Baker, Cas. 
ILL..... Fairview....... aes hy ee > iets... —eliecebhens 
. H. Travers, Pr. John W. Gaddis, Cas. 
u . Farmer City.... John Gentes Nat. B’k. Kountze Bros. 
$ 50,000 Matthias Crum, Pr. C. M. C. Weedman, Cas. 
» see coucseue Crothers, Allen & eee: American Exch, National Bank. 
IND .... North Vernon.. Jennings Co. Bank....... = wae. 
John Overmyer, /r. Albert A. Tripp, Cas. 
2. ~w a cess =|, Ul Makes 
” » Ricmenond. .... Webem Watiomel Mamk.... PPP cvccnes 
$ 100,000 Jesse Cates, Pr. & 4 cones. Cas. 
IOWA. .. Meriden........ Cherokee Co. Bank...... Fourth National Bank. 
Theopolis E. Hills, Pr. S. S. Striker, Cas. 
© ov Gem Cy. ..< ly ls ceendee ence Chase National Bank. 
” . Waverly....... Ger.-Am.Loan&Trust Co. B’k) Columbia Bank. 
25,000 W. C. Holt, Pr. Fred Ward, Cas. 
Kansas, Anthony...... am Mostgage & Invest. Co. = eccsesccece 
$ 20 John D. Brown, Pr. D. M. Kirkbridge, Mgr. 
> gq Ts 604040 . . State Bank of Ashland... National Park Bank. 
$25,000 Thomas O. Moffett, Pr. P. A. Scrogin, Cas. 
" S| TTT TTy Thomas County Bank.. Kountze Bros. 
$10,000 Marvin B. Tomblin, Pr. E. A. Hall, Cas. 
u » Cuba...... cove Cuba State Bank......... National Bank of the Republic. 
26,000 W. P. Rice, Pr. C. E. Tobey, Cas. 
u . Osage City..... CARRION BER ccccsenccs  §  _§s«__. wonnseveccce 
50,0 000 John D. Hall, Pr. D. C. Lake, Cas 
u . Russell... . B’k’g Houseof Blair & Haskett.Chemical National Bank. 
E, C. Haskett, Cas. 
M Se H. S. & J. Taggart....... National Bank of the Republic. 
w ,., WaKeeney.... Wilson, Murray & Co.... Gilman, Son & Co, 
MICH... Owosso........ Second National Bank.... Mechanics’ National Bank. 
60,000 A. T. Nichols, Pr. E. M. Miller, Cas. 
MINN... Perham ....... Farmers & Merchants’ Bk. United States National Bank. 
75,000 Herbert Root, Pr. Allyn Warner, Cas. 
Miss.... Grenada....... Bank of Grenada......... Bank of America. 
F, B. Nichols, Pr. W. H. Titus, Cas. 
ee Axtell Exc’ge B’k (Sands & Brown) Chemical Nat’l Bank. 
o .- Bertrand .....- B’k of Bertrand (J. G. Ballard & Co.).Chemical Nat’l Bank. 
W , CRAGTOR. .cecce Chadron Banking Co..... Chemical National Bank. 


. Grand View.... 
$50,000 
. Hilisboro.....< Hillsboro National Bank... 


.. Plankinton.... 
.. Watertown.... 
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( Monthly List, continued from November No., page 392.) 
Cashier and N. Y. Correspondent. 


Bank or Banker. 


$ 500,000 Wm. A. Pullman, Py. S. G. Nelson, Cas. 
Winters........ Bank Of WinterS......000 §((-§«-«-.-—3§5-—savcccceccces 
Beresford. ..... Union Banking Company. Chemical National Bank. 

$ 25,000 (J. Schaetzel & Sons) Henry Schaetzel, Cas. 
eer Citizens’ B’k (H.S.Murphy & Bro.) ............ 
Dak. Mortgage & Trust Co. Chemical National Bank. 
D. S. Sigler, Pv. Homer W. Johnson, Cas. 

A, L, Plummer, Pr. A. L. Hanson, Cas. 
Bank of Plankinton...... 
Watertown National B’k. 
$ 50,000 Winthrop E. Scarritt, Py. E. W. Thomas, Cas. 


$ 50,000 


eeeeeoeaeeeeee 


E. Higman, Pr. F. B. Carly, Cas. 













State. Placeand Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
a B’k of Cozad (Yeazel, Dale 2 Walling) Chemical Nat’! B’k. 
u . Cumminsville.. Manker & Bowler........ C. A. Manker, Cas. 
w | ay + Co. ee sawel eens National Park Bank, 
. H. Airis, Pr. T. W. Lyman, Cas. 
u Johnson....... r eek of J da ‘Whats. 2: scwes oe 
Jas. D. Russell, Pr. J. C. Greer, Cas. 
u . Omaha........ Bank of Omaha.......... National Bank of the Republic. 
Andrew Henry, Pr. Thos. H. McCague, Cas 
u . Table Rock.... State Bank of Table Rock. Chemical National Bank. 
$ 25,000 John R. Clark, Pr. David K. Miller, Cas. 
ere Westfield...... Farmers & Traders’ Bank. Kountze Bros. 
E. M. Tucker, Pr. Ed. M. Seely, Cas. 
PAs cece GRR Gc ccs MARE GC Gaccccs hw tw essence 
W.TER, Spokane Falls. . cg Ee ee ere 
$ 75,000 Edward J. Brickell, Pr. Jacob Hoover, Cas. 
Wis.... La Crosse...... Union N mes ee coe 
100,000 A, Cameron, Pr. I. N. Perry, Cas. 
“ Edgerton...... Tobacco Exch. B’k (R. R. Brown & Sons.) ...... 
" . Mineral Point... Jas. Hutchison @&Soms... jj$j— i ccccccccccce 
# .. Waupaca...... City Bank (R. N. Roberts & CD. covaviesdance 
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3407 
3408 
3499 


3411 
3412 
3413 


3415 
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page 392.) 
Cashier. 


(Continued from November No., 


Name and Place. President. 


John Weedman National Bank..Matthias Crum, 


Farmer City, ILL. C. M. C. Weedman, 


First National Bank............ Miles C. Moore, 
Moscow, IDAHO. Wm. W. Baker, 
Traders’ National Bank......... Edward J. Brickell, 
Spokane Falls, WASH. TER. Jacob Hoover, 
Second National Bank.......... A. T. Nichols, 
Owosso, MICH. E. M. Miller, 
Hillsboro National Bank........ A. L. Plummer, 
Hillsboro, Dak. A. L. Hanson, 
Union National Bank........... Angus Cameron, 
Crosse, WIS. I. N. Perry, 
Union National Bank............ Jesse Cates, 
Richmond, IND. J. K. Jones, 
Watertown National Bank...... Winthrop E. Scarritt, 
Watertown, Dak. E. W. Thomas, 
Seaboard National Bank........ Wm, A, Pullman. 


New York City. S. G. Nelson, 
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NATIONAL BANKS. 


Capital. 
$ 50,000 
50,000 
75,000 
60,000 
50,000 
100,000 
100,000 
50,000 


500,000 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from November No. page 393.) 


Bank and place. Elected. In place of 
CAL.... Commercial i Bank 
ercial & nee ae B. D. Murphy, ?....... C. T. Ryland. 
Ga. .... National Bank of Savannah... Wm. Ganard, V. Pr..... 2... ee 
_ | ne Rochelle Nat’] Bank, Rochelle. John C. Craft, Cas...... I, N. Perry. 


IND .... People’s Nat’l Bank, Princeton. Andrew E. Lewis, As.Cas. W. L. Dorsey.* 
« .. First National B’k, Valparaiso. Alice C. Ball, Ass’? Cas.. —s .. 2. a eee 
‘ ‘ , , J. W. Caperton, Pr...... S. P. Walters. 
KY..... First Nat'l Bank, Richmond.. } 7’ F ‘Greenleaf, Cas..... W. R. Letcher. 
Mass... Market National Bank, Chas. J. Whitmore, Pr.. C. O. Whitmore. * 
= Richard H. Weld, V. Pr, C. J. Whitmore. 


w  .. Railroad Nat’l ee Lowell... F. P. Hagget, Cas....... J. S. Hovey.* 
« .. Merchants’ National Bank, H. C. W. Mosh Howland.* 
Mow Bedfoed. . C. W. Mosher, Cas... P. C. Howland. 
; S. E. Hoffman, Pr...... Wm. McMillan. 
Mo..... Laclede Bank, St. Louis.....} Wy iy ‘Track Das j.T Birch, 
NEB.... First Nat’] Bank, Greenwood.. J.W.Quackenbush,V. P, —s... na ees 
w ,, St. Paul Nat’l Bank, St. Paul.. A. G. Kendall, Cas...... Lee Love. 
N. H... Citizens’ Nat’] Bank, Newport. F. A. Rawson, V. Pr.... wa cc eves 
N. Mex. San Miguel National Bank, FO eee M. S. Otero. 
Las Vegas. | D. T. Hoskins, Cas...... M., A. Otero, Jr. 
N. Y.... Nat'l Bank of Oe ' Geo. W. Murray, /7..... A. S. Murray.* 
w  ., Exchange National —_ = Nad me ory . Qareeee C. V. B. Barse.* 
ean. (| F. L. Barlett, Cas....... M,. W. Barse. 
OnI0,.. Delaware Co. Nat. B., Delaware F. H. Avery, Asst Cas... == cs e nace 
w _.. Knox Nat’l B’k, Mount Vernon. Henry L. Curtis, Pr..... Henry B. Curtis.* 
First Nat’l Bank, Island City.. W. H. McDonald, Cas... D.W. Lichtenthaler 
»  ,, First Nat’] Bank, McMinnville... D. P. Thompson, V. Pr.. _...... . ss 
« _., Ainsworth Nat’) B’k, Portland. W. K. Smith, V. Pr..... =... sees 
ee National Bank of Brookville... E. H. Darrah, Pr....... I, C. Fuller. 
w .. Merchants & sg ood Lo ng T. H. Irwin. Py D. W. Shryer 
reensburgh. . ene . W. " 
» ,. Lehigh Valley National B’k, | Francis Weiss, Pr....... G. B. Linderman.* 


Bethlehem. { Robert P. Linderman, V. F. Weiss. 
" . Merch. & Mfrs.’ N. B., Pittsburg Geo. A. Kelly, V. Pr.... S. McKee. 


R. I.... Mechanics’ Nat. B., Providence. C.C. Harrington, 4ct.C. ce ee eee 
TENN... Fourth National Bank, J. T. Howell, Cas....... W.M. McCarthy. 
Nashville. : W. A. Barry, Ass’t Cas.. J. T. Howell. 
w , Union & Planters’ B., Memphis. Napoleon Hill, Pr....... A. C. Treadwell. 


Tex.... Workmen’s B’k, San Antonio.. J. T. Haile, Acting Cas.. J. H. Martin. 
u“ 


.. Pan Handle National Bank, . 
Wichita Falip. C. Goodnight, V. Pr.... W. A. Knott. 


w ., First National Bank, Decatur... D. Waggoner, Pr....... J. G. Halsell. 
VT. .... Gray National Bank, 
Middletown Springs. ps PM iewneveescees A. W. Gray.* 
Wis.... First National Bank, ( Alex. Wilson, Pr........ Geo. W. Cobb.* 


Mineral Point. | John H. Vivian, V. Pr.. Alex. Wilson. 


* Deceased 








































CHANGES, DISSOLUTIONS, ETC. 


CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from November No., page 394.) 


N. Y. CiTy ............Chase &*Seligsberg ; now Chase, Seligsberg & Co. 
” e  cencasteont F. C. Markham & Co. ; succeeded by Dakin & Co. 
" C. wddecdvens .. Seaboard Bank ; now Seaboard National Bank. 


CoL..... Buena Vista.... Lincoln, Hockaday & Co.; dissolved. 
DaAK.,.. Hillsboro ...... Hillsboro Bank ; now Hillsboro National Bank. 


Oo es Me <wnceces Bank of Sargent Co. (J. E. Bishop); now D. F. & F. W. 
Vail, proprietors, 
w .. Park River..... Park River Bank ; liquidating. 
w ,, Plankinton ..., First National Bank ; succeeded by Bank of Plankinton. 
O . =p eonckacs Bank of Ashton ; to be succeeded by First National Bank. 
Gis ccws Hampton...... Geo. Schaefer ; assigned. 


ILL..... Farmer City.... John Weedman Bank; now The John Weedman Nat. B’k- 
w _.,,y Illiopolis....... B’k of Illiopolis (Mayes & Smith); now Smith & Son, prop’rs 


IND..... Centreville ..... First National Bank; going out of business, 
w .. North Vernon.. Jennings Co. Bank; resumed business. 


Ss 6s Bs cedcsiedes Bank of Britt (C. C. Way & Co.) ; suspended. 
uw  .. Ida Grove...... Maple Valley Bank (J.G. Freeman & Sons); closing out 
business. 
S oo Biscceses Citizens’ Bank (W. H. Gallup) ; moved to Cambridge. 
«  .. Paullina........ Bank of Paullina (Baumann & Metcalf); now Metcalf Bros. 
oe WOVE ccccess Bremer Co. Bank; consolidated with First National Bank. 
AR. <s GOD coccccsvss Bank of Cuba (J. B. Edson) ; now Chas, E, Tobey, propr. 


«  ,, Stockton....... Bank of Stockton (M. J. Coolbaugh); now M. J. Cool- 
baugh, Jr. & Co. 


- so Be etecewoes Bank of Commerce (W. O. McKinley); now P. H. Smith, 
proprietor. 
MICH... Owosso........ A. T. Nichols & Co.; now Second National Bank. 
Mo. .... Hermitage ..... Farmers and Drovers’ Bank ; closed. 
w  ,, St. Louis...... Valley National Bank; consolidated with the Laclede Bank. 
NEB.... Greenwood .... Bank of Greenwood ; succeeded by First National Bank. 
«» .. Marquette ..... Bank of Marquette (E. Farr & Co.); now J. A. Ruby & Co., 
proprietors. 
w _.. Table Rock.... Bank of Table Rock; now State Bank of Table Rock. 
Oun10... Greenville...... Greenville Bank ; now Greenville Bank Co. 
i | ee i leit Wickham & Co.; consolidated with the Huron Banking Co. 
OREGON Portland..... .. Ainsworth & Co. ; now Ainsworth National Bank. 
eee . York.......... Schall, Danner & Sperry ; now Schall & Danner. 
a Burlington..... Commercial Bank (Vernon P. Noyes) ; closed. 





9 
. 
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A REPRESENTATIVE CANADIAN’S OPINION.—Mr. D. MacInnes, a member of 
the Canadian Parliament, was in New York recently, in company with Sir Alexan- 
der Campbell, the Dominion’s Postmaster-General. When asked by a reporter if 
he was in favor of an extradition treaty between the United States and Canada, Mr. 
MacInnes said, ‘‘ I am in favor of whatever will maintain the present friendly re- 
lations between the two countries. The absence of an extradition treaty injures us 
as well as you. If your scoundrels and defaulters come to us, ours come to you.” 
This terse statement of the case, we think, voices the sentiments of our Canadian 
friends, as well as the convictions of all reflecting men of our own country. Canada 
is no more to blame for the existing state of affairs than we are, and is no less 
sincerely desirous of remedying the evil as early as possible. 
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OBITUARY. 


Among the deaths recorded this month is that of C. V. B. Barse, one of the most 
prominent and respected citizens of Olean, N. Y., and president of the Exchange 
National Bank. A writer in the Olean Daily Times says of him, that, beginning in 
the hardware business with scanty means, but a firm will and integrity, by patient 
industry, prompt and obliging methods, he increased his business and profits until 
he found a new and larger field in Olean, where he established himself in 1851, 
continuing in the same line of business, and in later years having various branches 
in other towns, and notably the great establishment at Bay City, Michigan. By 
the year 1870 his means and resources had increased to such an extent that he 
organized the first bank in Olean, which the town greatly needed. The bank was 
organized under the State laws, but was afterward changed to the Exchange Na- 
tional Bank, which has been one of the most useful, successful and prosperous 
organizations outside of the cities. 

He was not in any sense a believer in luck. All his enterprises were conducted 
on strictly legitimate business principles. The only speculative gains that in any 
sense could be termed adventitious were the oil lands near the State line, known 
as the Barse tract, of about 1,100 acres, which, before petroleum was discovered in 
the Bradford field, was almost valueless, and which tract was the only source from 
which large sums were added to his already ample fortune. In his business rela- 
tions, especially with those in his employ and those associated with him in busi- 
ness, all were greatly benefited by his careful, systematic methods, and those asso- 
ciated retired with ample fortunes. He was ever careful, considerate, and patient 
with those relying on his credits or benefactions. The earnest, honest, true man 
or woman always found in him a true friend and helper. 

In all his relations to the social progress of the town, he was ever ready to bear 
his share of the burdens. On the public questions which engrossed the public 
mind he was conscientious, moderate, and conservative, generally reaching those 
conclusions that would be approved by practical and prudent citizens. Although 
always having a large and growing business, he has held various public offices. 
He was twice elected to the Assembly, during his terms filling with ability, dig- 
nity, and high credit positions on the most important committees of that body. 
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NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month of November has witnessed a continuation of the course of 
the leading markets during the earlier autumn months, with but few and 
temporary exceptions outside the petroleum market. Manufactured goods gen- 
erally have met with -a fair and steady demand, without as much activity in 
textiles as during September, while the inquiry for iron and its manufactures 
has been more active. Coal has relapsed into the usual quiet at this season, 
and stocks are now accumulating again after a good fall trade in anthracite. 
The bituminous mines and miners have suffered by the decreased consump- 
tion for manufactures in Western Pennsylvania and in Eastern Ohio, caused 
by the rapid substitution of natural gas. The result has been seen in the 
almost chronic disputes between the operators and miners, followed by a 
large number of strikes, some of which are assuming serious aspects. Indeed, 
there have generally been more strikes the past month than in any one 
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month for a year. But outside of the coal mines they have been for an ad- 
vance in wages, based upon the improved condition of trade in manu- 
factured goods. The bituminous coal trade, however, proves an exception, 
owing to the causes noted, and those strikes have been against reductions. 
This increasing tendency to strikes, while unfavorable to the friendly rela- 
tions of employer and employed, is the best possible sign of better times, 
because it is so universally for an advance in wages, which seldom occurs 
and never succeeds in bad times, when lockouts or reductions of wages do. 
As to the dangers of this condition of things, they cannot be said to be 
any greater when in the interest of labor than when in the interest of capi- 
tal. Indeed, they are far less so, as they prove that capital is profitably em- 
ployed, or it would resist, while higher wages reduce the discontent of the 
workingmen, and increase their comfort and ability to buy and consume more 
goods. In truth, below a certain point, the reduction of wages only aggra- 
vates the evil of under-consumption, which it undertakes to counteract, be- 
cause it reduces the purchasing and consuming power of the great majority 
of wage-earners, who can then only provide the barest necessities of life. 
In this way a manufacturer curtails demand for his own goods and all other 
staple commodities by reducing his employees’ wages, while above it he 
increases that demand, by an advance in wages. Exactly when this point is 
reached, depends upon the relative prices of wages and necessities. But it is 
of as great interest to the employer as to the employed to determine it ap- 
proximately. If the laboring man of the country were averaging to earn 
$3.00 per day in the manufacture of these staples of consumption, and $2 
per day enabled him to provide his family with these necessaries of life, he 
would have a surplus of $1 per day, or $6 per week, with which to pur- 
chase the comforts and luxuries of life, or to lay aside for their future ac- 
quirement, giving each workman $6 per week increased purchasing power, and 
the manufacturer of these goods $6 per week increased consumption /er 
capita from the working population, with his 10@25 per cent. profit thereon.. 
Add $6 per week to the purchasing power of every laboring man in the 
country, and we would have full employment for labor and capital to sup- 
ply the increased demand. for goods. Hence, good wages and good times 
go hand in hand, and plenty of work follows for every idle hand and idle 
dollar. On the other hand, when the profit has become so great as to 
attract new capital from other channels or places, until the capacity to pro- 
duce has exceeded this maximum power to consume, and over-production oc- 
curs, manufacturers, instead of curtailing production, begin to curtail consump- 
tion by reducing wages, while keeping up the price of goods. The result 
is still greater over-production, and an eventual fall in prices and loss 
of profits, when manufacturers resort to another reduction in wages and 
still further decrease the wage earners’ purchasing power. This process is 
repeated till his $1 per day surplus is taken away, after which every work- 
ingman in the country is driven out of the market for everything but the 
necessaries of life, and his $6 per week is withdrawn from the market 
for manufactured goods. If this reduction of wages is still further continued, 
the laborer becomes unable to purchase anything but the barest necessities of 
life, and finally is thrown out of employment at any price, and is compelled 
to eat up whatever surplus he laid away when he had good wages, 
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or that which some friend had laid away, or become a tax on the public, 
when he consumes an equal amount of the surplus of the community laid 
by for the comforts of life. Following this, the producers of the necessities 
of life—food, houses and clothing—suffer from the same under-consumption 
of the laboring classes, an accumulation of stocks and a fall in prices. 
Then comes a general reduction of profits and wages, and inability of the 
producers of these necessities also to purchase more than the necessaries of life. 
The commercial classes suffer next by this loss of trade, and transportation com- 
panies by loss of traffic, and they begin to reduce expenses and dividends, 
together with the purchasing power of the middlemen and investors and 
their employees, until the entire consuming, as well as the producing public 
are compelled to cut off all their so-called luxuries, and get along with as 
few of the comforts as possible. Then follow rents, with this reduced cost of 
living in every direction, discharge of all unnecessary domestic help, with an 
average of fully fifty per cent. less expenditure fer capita in bad times than in 
good, by almost the entire population of the country. 

From this it is evident that there is not only a minimum point, below 
which reduction of wages and expenses increases the evils of under-consump- 
tion and depression, but also a maximum point, above which an increase of 
wages and profits increases the evils of over-production and inflation. To 
discover the happy mean between these two extremes is the province of the 
political, or rather industrial, economist. But to find these extremes and to 
fix these points, to which employers, on the one hand, and employees on 
the other, may go, and no further, is the most important problem in the 
solution of the respective rights of capital and labor, since labor-saving ma- 
chinery has repealed the old law of supply and demand, by which their rela- 
tions have been determined and their differences adjusted in the past. 

In view of the increasing frequency of strikes during the past month, 
these suggestions have an immediate and personal interest to every class 
in the community. The practical steps to be taken in this direction are, 
first, the establishment of State or National boards of arbitration for the set- 
tlement of all disputes between capital and labor, making submission thereof 
compulsory and the decisions final, by which both strikes and lockouts shall 
be impossible. Following this would naturally come the fixing of these maxi- 
mum and minimum extremes, and an equitable division of the combined 
profits of capital and labor, upon the basis of mutual interest, dependence, 
and co-operation. 

That these extreme and protracted periods of inflation and depression in 
this country are unnatural, and can be remedied—or their evils lessened, is 
patent to every observer of our great industrial development, which like that 
of our railroads, has been so rapid since the introduction of the new ele- 
ments of steam, machinery and electricity, that new conditions have arisen 
which must be met with new legislation and increased Government supervision. 
Hence the industrial situation is now coming into greater prominence, po- 
litically, financially and commercially, than ever before, and labor is perfecting 
its organizations and centralizing its power more rapidly than ever known, in 
order to control the decision of these questions in its special interest, as 
capital has hitherto done, rather than in the interest of the whole commu- 
nity. The public interest in the solution of these problems is now unpro- 
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tected ; but with a National arbitration law this neglect would be remedied, 
and both these dangerous and now antagonistic forces—monopoly and trades. 
unions—be deprived of their centralizing and monopolizing tendencies, and 
brought into their true and natural relations of harmony with each other 
and the public. 

That these questions will receive attention at the coming sessions of many 
of the State legislatures, and especially of our own, is apparent from the 
attitude the labor organizations have taken in the politics of the States the 
past Fall, and from the recognition they have received in this and other 
States as well as from the National Government. 

Next to the Industrial situation, in connection with the tariff, financial 
affairs, as affected by the silver trouble, are assuming importance and at- 
tracting attention, as the session of Congress approaches. But the prevailing 
opinion is directly opposite as to the best course to pursue in regard to 
these two questions. While it favors letting the tariff alone as it is, until 
our manufacturing interests get on their feet, at least, it favors an early 
stoppage, or radical reduction, in the silver coinage. If Congress could be 
induced to take the course indicated, on these issues, of labor, tariff, and 
currency, and then adjourn, it would earn the gratitude of the whole busi- 
ness community, and do more to assist its recovery than all the laws it could 
make in a year. 

Corn has moved into export fast enough to absorb the moderate sea- 
board receipts, while the interior movement has not been large, as the 
weather has not been favorable to drying the new crop, and the old one is 
pretty well out of farmers’ hands, and stocks are small. There seems to be 
little speculation in corn, as the large new crop made the bulls afraid to ad- 
vance the balance of the old crop. Oats are not going into export as freely 
as a month ago, for the speculative interest in New York has run the price up 
4 cents on the near months, on a short interest. But there are plenty back. 
Flour is neglected, as New York is simply a Clearing-house for the Minne- 
sota mills, which monopolize the export trade direct, while the winter wheat 
States are sending their surplus product South, except enough to supply the 
Eastern demand, leaving New York only its own local trade. 

Provisions have declined, except temporarily, when they advanced a little 
with wheat on the Servian war scare. But the packers are selling their 
product as fast as they make it, if they can, to the Western public, which 
is said to be bullish on produce, while the East is bullish on stocks. 
Europe is holding off for lower prices, but will buy more freely than of 
late years, when satisfied that they are at bottom. Lower prices are antici- 
pated in December, after which an advance all along the produce line is 
looked for, as January is expected to bring a better export demand for all 
our staples. The supply of hogs, however, is large, and condition good. But 
home demand at these prices is also large. 

Indeed, it will be strange if speculation does not soon turn from stocks, 
which are high enough, on the present situation at least, and go into prod- 
uce, which is too low, from a relative and statistical standpoint, and can 
scarcely fail to be materially higher before another crop, either on better 
exports or speculation, or both. 

Cotton has lost the rally it made on last month’s Agricultural Bureau’s 
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report of a smaller yield than the previous one, for the crop is practically 
7,000,000 bales, and the foreign and home demand is not yet of volume 
sufficient to absorb it, at these prices, before another crop year. The chief 
point of difference between the earlier and later reports is in the condition, 
which is generally inferior. Speculation is also lacking in this, as in other 
agricultural staples, though it has, perhaps, slightly increased in all the 
produce markets during November. It is thought, however, that a break in 
stocks would tend to drive the public into these markets, as in 1878-81. 

Petroleum has been the most active market, outside of stocks, on a severe 
break from $1.10 to 89%c., in four days, of the third week of the month, 
although it had taken six months to engineer or secure the same advance, 
which had followed in sympathy with that in stocks. Manipulation of the 
oil monopoly and discovery of promising new wells caused the break, in 
which the Wall Street bulls were the chief sufferers. Exports of refined 
have been checked by the high prices, and a freer movement may now be 
looked for, unless the crude market rallies, as the bulls predict; but of 
which the chances look rather remote; for, above $1.00, petroleum is regard- 
ed on a speculative basis. 

Of course, in this state of suspended animation in the export trade, ocean 
freights, as well as trunk line traffic, have been at a low ebb, and prices are not 
remunerative to the shipping interests. Neither has there been much activity 
in the foreign exchange market under such conditions. Yet the price of 
sterling has ruled low, as there has been a free supply of exchange against 
stocks and bonds bought largely for European account and shipped. The 
coffee market has been another bad place for the bulls, as the Rio receipts. 
have been large, and this market has had to buy the options offered against 
heavy shipments from South America. 

The general trade of the city has been moderate, and in retail as well as. 
wholesale lines, not up to the expectations raised by the early demand in 
August and September. Even the holiday trade does not promise to be up 
to the average, as the improvement in business has not yet found its way 
into the pockets of the general public. The stock exchange brokers are the 
favored ones this year, and they will have a Christmas and New Year for 
the first time since 1882. They have had a long vacation, and they are en- 
titled to the exception. 

The outlook for business after the New Year is better than last year, and 
if Congress will let the tariff alone there should be a further improvement. 
Money has been easy at the general rate of 2 @ 3 per cent. on call, although 
the bank reserve is still declining. There were one or two exceptions when 
the rate was manipulated for a few moments to 6 per cent. by Gould, who 
is supposed to have opposed the last advance in the stock market as he did 
the earlier one, and also to have been rather unlucky in his manipulations this. 
Fall, since a greater than he took control of the stock exchange when the 
Vanderbilt-Drexel-Morgan-Pennsylvania interests decided to stop the decline in 
stocks last July. The last but not the least new thing under the sun is 
a corner in citron by a New York house, which has run the price from 20 
cents to over 40 cents per Ib. during the month. A corner in peanuts would 
now be in order, since an attempt to corner the cranberry market early in 
the autumn was defeated by the beautiful weather of the past three months. 








480 THE BANKER’S MAGAZINE. [ December. 


The reports of the New York Clearing-house returns compare as follows: 
1885. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Nov. 7.. $340,958,900 - $93,844,900 . $26,799,800 . $380,768,400 . $9,993,000 . $ 25,452,600 
*f 14.. 340,369,100 . 92,796,300 . 28,757,400 « 380,234,200 . 9,952,000 . 26,495,150 
‘€ 21 ee 339)9493,200 . 93,656,300 . 29,009,700 »« 381,106,900 . 10,077,300 . 27,389,275 
*¢ ~28.. 341,387,000 . 93,579,300 . 28,614,200 . 382,400,900 . 10,085,500 . 26,5735275 
The Boston bank statement is as follows: 
Loans. Specie. Legal Tenders. Deposits. Circulation, 
e+ $ 154,575,300 -eee $9,014,700 .... $5,663,000 .... $117,063,700 .... $ 21,473,000 
155,283,600 .... 9,148,200 5,406,300 .. . 117,772,900 .... 21,539,500 
155,822,100 .... 9,160,000 .... 5,109,300... 116,571,100 .... 21,627,600 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1885. Loans. Reserves Deposits. Circulation, 
$30,534,700 .... $86,454,600 .... $7,419,500 
- , eee 30,301,500 .... 87,156,800 sean 7,413,923 
” iii 29,760,600 .... 86,938,900 iat 73420,500 
- ee 30,037,500 .... 87,310,500 owe 71435,500 


Sterling exchange has ranged during November at from 4.851%4@4.86 for 
bankers’ sight, and 4.83%@4.84 for 60 days. Paris—Francs, 51954@520 
for sight, and 522% for 60 days. The closing rates of the month were as 
follows: Bankers’ sterling, 60 days, 4.834%4@4.8334 ; bankers’ sterling, sight, 
4.86. Cable transfers, 4.85144@4.8534. | Paris—Bankers’, 60 days, 522%@ 
521%; sight, 520@s519%. Antwerp—Commercial, 60 days, 52554. Reichmarks 
(4)—bankers’ 60 days, 947%@o95; sight, 9534@95%. Guilders—bankers’, 60 
days, 40@40% ; sight, 4o%@4o¥. 


DEATHS. 


BARSE.—On November 12, aged sixty-seven years, CLAUDIUS V. B. BArsE, 
President of the Exchange National Bank, Olean, N. Y. 

CurTIS.—On November 5, aged eighty-six years, HENRY B. CurTIs, President 
of the Knox National Bank, Mount Vernon, Ohio. 

GraAy.—On October 26, aged seventy-five years, A. W. GrAy, President of 
the Gray National Bank, Middletown Springs, Vt. 

Hovey.—On October 22, aged forty-two years, JAMES S. Hovey, » Conthlar of 
the Railroad National Bank, Lowell, Mass. 

HOwLAND.—On October 26, aged fifty-five years, P. C. HOWLAND, Cashier of 
the Merchants’ National Bank, New Bedford, Mass. 

MurrAyY.—On November g, aged seventy-eight years, AMBROSE S. MURRAY, 
President of the National Bank of Orange Co., Goshen, N. Y. 

STEVENS.—On November 12, aged seventy-two years, B. W. STEVENS, Presi- 
dent of the Bank of Tiskilwa, IIl. 

WALLIS.—On November 10, aged sixty-seven years, WILLIAM T. WALLIS, 
Cashier of the Third National Bank, Rockford, III. 

WHITMORE.—On November 15, aged seventy-eight years, C. O. WHITMORE, 
President of the Market National Bank, Boston, Mass. 








